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READING INDICES 
MATILDA WHITE anv JOHN”ZEISEL 


Market Research Corporation of America 


HE magazine or newspaper editor 
| pale be a statistician to interpret 
and use the results of most readership 
surveys. Some recent experiments! with 
a new plan for analysis of such results 
show, however, that much of this diffi- 
culty of interpretation may be obviated. 
These experiments are outlined in this 
article. 

Eleven years ago, Dr. George Gallup 
devised a technique for measuring the 
readership of each item in a given maga- 
zine or newspaper. This technique con- 
sisted of selecting a series of individuals 
who had already read the current issue, 
paging through a copy of the issue with 
each reader in turn, and asking him 

The Market Research Corporation of America 


analyzed readership of This Week Magazine in four 
cities over a period of 12 weeks. 


about his reading of each item specifi- 
cally. The device, with various modifica- 
tions, is the present basis for most 
systems of checking reader response to 
editorial, as well as to advertising, con- 
tent. 

Within the limitations of the tech- 
nique itself, its value to the editor is 
circumscribed by the difficulty of under- 
standing the practical significance of 
results. At its worst, it provides him with 
a crude readership? percentage for each 
item. At its best, it splits reader reaction 


2 All these terms are defined differently by various re- 
search workers. In this study, “readership” is used to 
refer to the extent to which an item is read to the end; 
“seeing” means remembering to have seen; “beginning 
to read” is used for actual penetration into the text be- 
yond the first sentence or two; and “finishing” refers 
to reading to the end. In this case, the people called 
“readers” are those who “finished” the item. 
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down into three stages and givcs figures 
on: 
1. How many people saw? the item 


2. How many people began? to read it 
3. How many people finished? reading it® 


These three figures, which will be re- 
ferred to as a, k, and z, serve to explain 
net readership further, in terms of num- 
bers of potential readers lost at each of 
the three stages from beginning to end of 
the process. 

What do such results mean to the edi- 
tor? In cases where he is given only the 
net readership for an item, he has first 
to decide statistically whether this 
readership is high or low for items of this 
sort; and second, he has to speculate 
upon the multiplicity of reasons why it 
is high or low. Or, given the three figures 
a, k, and z, he has to decide by a fairly 
complicated statistical process whether 
each one is relatively high or low, and 
why. 

In other words, a great deal of reader- 
ship research now leaves to the editor 
the major job of interpretation. The pres- 
ent experiment contributes a plan of 
analysis which relieves him of this task 


by: 


(1) Defining the meaning of each figure, 
not merely in terms of reader reaction 
(so many people saw, began to read, 
and so on) but also in terms of the 
editorial elements which caused this 
reaction (title, author, style, etc.) 
Stating each result statistically in 
such a way that it can be immediately 
understood without reference to a 
whole series of other figures. 


(2) 


It is possible to begin by listing the 
editorial elements which might logically 
be expected to affect a, k, and z under the 
experimental conditions of the particular 


8 Such information on each item is, of course, given in 
addition to a statement of the number of people who 
“read” the issue. 


survey in question. Such a listing is use- 
ful because it catalogues the multitude 
of editorial elements which may be re- 
flected in the figures a, k, and z respec- 
tively. In general, the three main groups 
may be described as follows: 


1. The figure a shows the extent to 
which readers were lost because they did 
not “see” the item, according to their 
own reports. Actually, “seeing,” under 
these conditions, means both seeing and 
remembering having seen. (There are 
doubtless many readers who saw, but 
with insufficient interest to remember 
having done so.) Thus a serves to meas- 
ure the initial impression made on the 
reader before he settles down to the busi- 
ness of deciding whether or not to read. 
It is obvious from this that the editorial 
factors controlling a must be elements 
making up the appearance of the pres- 
entation; that is, those surface elements 
which impress the reader at first glance. 
For instance, they may include: position 
in the magazine, layout, size of type, size 
and color of illustration, etc. 

2. The figure & also gives a rating to 
the presentation, but in respect to its 
ability to lead the reader into the piece, 
rather than in respect to its initial im- 
pression power. Thus, if a evaluates the 
appearance of the presentation, k evalu- 
ates its meaning and appeal to the 
reader. The factors controlling & are 
these elements in the presentation which 
give the prospective reader a glimpse 
into the text itself. The figure k may, for 
instance, be affected by: 


Subject suggested by title, author, bank, 
illustration, and caption; style suggested by 
name of author, type of illustration, super- 
ficial appearance of text (e.g., the number of 
quotations, easily perceptible proper names, 
etc.); length. 


Thus & is an index of the subject matter, 
but of the subject matter as it is defined 
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to the prospective reader by the presen- 
tation alone. 

3. The figure z shows the ability of 
the content to hold reader interest to the 
end. It may be controlled by such factors 
as: style of writing, similarity between 
subject actually treated and subject sug- 
gested to reader by presentation, devel- 
opment of subject matter, length. 

Each of the three figures, then, meas- 
ures the strength or weakness in a given 
item of one main group of editorial ele- 
ments. Once a, k, and z have been thus 
generally defined as the measure of basic 
groups of editorial elements, the next 


step is to state each figure statistically 
so that it may be immediately under- 
stood. 

Graph 1 is an example of the kind of 
result which the editor now obtains from 
many readership surveys. In this exam- 
ple a is 80, k is 40, and z is 30, making net 
readership also 30. 

Before the editor can use these figures 
to understand how popular Item “NN” 
was and why, he has two distinct sets of 
comparisons to make. He must compare: 
1. The relations among the three figures a, 


k, and z for the particular item under 
consideration. 


GRAPH I 


Morta.ity Curve or Porentiat Reapers or Item “NN” 
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GRAPH 2 
THREE SIMPLIFIED Examp.es oF Mortatity Curves 


(Item 7) 
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2. The relation between the three figures for 
this item, on the one hand, and the cor- 
responding figures for all other comparable 
items, on the other hand. 


Graph 2 illustrates the process of mak- 
ing the first of these comparisons. It 
shows three extreme cases of results 
which might occur for three different edi- 
torial items. The net readership figure is 
20% in each case. If the editor had been 
given this figure alone, he could not have 
seen that the three items arrived at the 
same readership in strikingly different 
ways. 

In studying these curves the editor 
starts with the first of the two compari- 
sons. By comparing a, k, and z for each 
item in turn, he is able to conclude that 
the net readership of 20 was caused: 


In the case of Item 1, by a loss of readers 
at the point k (Only 20% of those who 
saw began to read) 

In the case of Item 2, by a loss of readers 
at the point z (Only 20% of those who 
began to read, finished) 

In the case of Item 3, by a loss of readers 
at the point a (Only 20% of the poten- 
tial readers even saw the item) 


These three simplified examples were 
chosen so that the entire loss of readers 
occurs at only one of the three points in 
each case. Actually the situation is, of 
course, never as simple as this. 

Even from these simplified cases, how- 
ever, such conclusions can be derived 
only from a comparison of two successive 
figures; no one figure alone is adequate 
to show where the loss of readers oc- 
curred. This is apparent from an exami- 
nation of the figures on which Graph 2 
was based: 


a k z Net Readership 
Item I 100 20 20 20 
Item 2 100 100 20 20 
Item 3 20 20 20 20 


A figure 20 for k, for instance, does not 
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indicate in itself that a loss of readers 
took place at k; whether or not readers 
were lost here depends upon the preced- 
ing figure a. If a is also 20, as in Item 3, 
then there were no readers lost at k; in 
such a case, all those who saw the item 
began to read it. But if @ is 100, as in 
Item 1, and & is 20, then the loss at k 
was 8o. 

The necessity for this first comparison 
may be removed, however, and the cru- 
cial points highlighted, if the figures a, k, 
and z are expressed in terms of their rela- 
tionship to each other, instead of in 
terms of all potential readers. Everybody 
who opens the magazine has a chance to 
see each item; therefore, a may continue 
to be expressed as a per cent of total po- 
tential readers. But only those who see 
an item have a chance to read it, so that 
k may be better expressed as a per cent 
of a. Similarly, only those who begin to 
read have a chance to finish, so that z 
may be expressed as a per cent of k. Thus 
stated in terms of relation to each other, 
a, k, and z may be referred to as A, K, 
and Z. Net readership, of course, con- 
tinues to be stated as a per cent of all 
potential readers, but it is no longer the 
same figure as Z. It is the end result 
which can be understood only by a study 
of A, K, and Z. 

A more comprehensible statement of 
the reader reaction figures from Graph 2 
thus becomes: 


A K Z Net Readership 
Item I 100 20 100 20 
Item 2 100 100 20 20 
Item 3 20 100 100 20 


Even these figures for any one item 
are not completely self-explanatory, 
however, until the second comparison 
has been made: between the four figures 
for the given item and the corresponding 
figures for all comparable‘ items. About 


* Which items are considered comparable depends, of 
on the problem at hand. All fiction items, for instance, 


Item 1, for instance, the editor still 
needs to know whether or not 20 is an 
especially low K for such items. If Item 1 
is an article, his real interest is in the ex- 
tent to which its K, 20, is above or below 
the average K for a large number of 
articles. If it is near or above the average, 
there is no sign of unusual weakness in 
this particular item, even if only 20% of 
those who saw it did begin to read. There- 
fore, the figure 20 may be better ex- 
pressed in terms of standard deviation 
from the average K for similar items. 

Thus it becomes possible to express net 
readership and the three stages of reader 
reaction in terms of indices, each of 
which is meaningful by itself. Graph 3 
gives an example of such indices. Here 
the figures for Item “NN” in Graph 1 
have been transformed into the new per- 
centages, A, K, and Z, and then pre- 
sented against the background of the 
standard deviation from the average. 

An alternative but far simpler state- 
ment of the same results is given in 
Graph 4. 

From such indices, the editor can first 
see which items have an alarmingly low 
readership, and then examine A, K, and 
Z Indices to determine where the weak- 
ness of the item lay. Or he can pick out 
the items with high readership indices 
and learn whether their excellence oc- 
curred at A, K, or Z, or at all! three 
points. Once he has determined for each 
item where readers were lost, and how 
bad this loss was comparatively, he is 
able to trace the loss back to the main 
group of editorial elements which caused 
it. 

Then, by using larger groups of items, 
the analysis may be carried further to in- 
clude each of the particular editorial 
elements in the group, such as subject 





might be considered comparable; or if the analysis is to 
be more detailed, love stories might be separated from 
adventure stories in making comparisons; and so on, 
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GRAPH 3 
Reapinc Inpices ror Item “NN” 
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Readership of item ““NN”’ was 30% of potential readers, which is better than average for such items. An examination 
. oO P ’ > g 
of the three indices suggests how this readership might have been raised: 
The A-Index does not need improvement. 80% of all potential readers saw item ‘““NN”’ and this is more than one 


standard deviation above the average A-Index. 


The K-Index is well below average. 50% of those who saw the item began to read it. Readership might have been 


higher, if the K-Index had been higher. 


The Z-Index, 75% of all who began to read, is only slightly above average and also offers a chance for improvement. 


matter, layout, illustrations, and so 
forth. For instance, it is possible to learn 
approximately which fiction subjects are 
most popular by comparing the K In- 
dices for stories with different subjects. 
Similarly, other factors potentially af- 
fecting the K Index for stories (such as 
authors and length, etc.) may be evalu- 
ated by studying the series of K Indices 
for all stories. In the same way, the series 
of A Indices for any group of items may 
be studied in order to evaluate the var- 
ious elements in the appearance of the 
presentation; and the series of Z Indices 


may be analyzed to understand the role 
of the different elements in content. 

In other words, these indices, by ex- 
cluding certain factors, allow the exam- 
ination to focus upon one set of editorial 
elements at a time. Hitherto, the most 
popular subjects for stories have usually 
been estimated by correlating various 
types of subjects with the net readership 
figures. If readership of mystery stories 
proved to be higher than readership of 
love stories, for instance the assumption 
was that mystery stories were the more 
popular. Actually, the mystery stories 
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may have been better placed and better 
illustrated, so that their high readership 
was not entirely due to preferred subject 
matter after all. The use of A and K 


ments which must be analyzed at one 
time. Hitherto, when a series of items 
was compared in respect to net reader- 
ship only, everything from height of the 


GRAPH 4 


A SIMPLIFIED STATEMENT OF READING INDICES FOR ITEM “NN” 
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Graph 4 simplifies the presentation used in Graph 3 by: 


1. Omitting the scale which shows numerically what the average is, 


2. Using words to express the distance above or below the average. (More exactly, this may be ex- 
pressed as per cent of standard deviation.) For instance, everything above one positive standard 
deviation is called “very good”; everything below one negative standard deviation is called “very 


poor’”’; etc. 


The figures shown are the original per cents based on all potential readers and indicate the number of 
readers out of 100 who are still in the process of reading at each point. 


Indices, instead of net readership, would 
have revealed this fact. 

What the indices do then, in effect, is 
to reduce the number of editorial ele- 


title to style of writing had to be taken 
into account at once. In that case, read- 
ership had to be considered as potentially 
caused by any one, or any combination, 
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of the whole gamut of editorial elements. 
This meant that every one of the indi- 
vidual aspects of presentation and con- 
tent had, theoretically, to be evaluated 
in relation to all the rest. In practical 
terms, this was usually impossible. By 
using the A, K, and Z Indices, however, 
only one group of elements has to be 
studied at a time. For example, the im- 
portance of the author’s name has to be 
evaluated only in relation to the other 
elements affecting the K Index, but not 
in relation to layout or style. 

The method of such evaluation de- 
pends, of course, upon the sufficiency of 
the data and the degree of accuracy re- 
quired. One simple method, in studying 
the factors potentially affecting K for 
articles, for instance, is to list all the 
articles in order of K from those with the 
highest K to those with the lowest. Then 
those at the top of the list may be com- 
pared with those at the bottom, to see 
how they differ in respect to author, sub- 
ject suggested, length, and so on. 

Or another simple method may be 
used which approaches the problem from 
the other end. One editorial element at a 
time may be selected for analysis. If the 
subject of articles is taken as the element 
for analysis, all articles may be grouped 
according to their subjects, and the aver- 
age K computed for each group. If the K 
for war articles is significantly higher 
than the K for movie articles, for in- 
stance, this would indicate the greater 
popularity of war as a subject. 

This plan of interpreting reader reac- 
tion figures has been stated logically 
rather than experimentally. It is not a 
standardized method which can be ap- 
plied indiscriminately, but a plan which 
must be adapted to fit each particular 
magazine or newspaper. Specifically, i 
only becomes a workable method after 
learning: 


For the editorial types* under investigation 
and the reader types* to be studied: 

1. Whether all three of the indices are 
actually important in making reader- 
ship go up or down, or whether some 
contribute more than others. 

2. The degree to which each of the three 
indices is independent of the others. 

3. Exactly which editorial elements affect 
each index, and which are relatively 
unimportant. 


In the experimental work which was 
carried out with one magazine, the main 
items were broken down into editorials, 
fiction, and articles; and the readers 
were divided into two groups by sex. 
Within each of these six groups, cor- 
relations were first computed between 
net readership figures and A, K, and Z 
in turn. The higher the correlation be- 
tween A and readership, the more 
importance could be attached to the ap- 
pearance of the presentation. The higher 
the correlation between K and reader- 
ship, the more the implications of the 
presentation could be said to affect read- 
ership. And the higher the correlation 
between Z and readership, the more the 
content could be regarded as a contribut- 
ing factor. 

In all but one of the six groups, the 
correlations between readership and each 
of the indices were at least as high as .4, 
and usually higher. Some of the correla- 
tions were as high as .g9, showing that 
these indices are particularly important 
in studying such items. 

After this process of correlation had 
been used to determine which of the 
three indices were important to an un- 
derstanding of readership, it was further 
necessary to ascertain the extent to 
which each index was actually independ- 
ent of the other two. Correlations were 


5 Examples of such types are given in the following 
description of the present experiment. Selection of types 
to be studied depends upon the particular problem. 
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computed for each of the six groups be- 
tween A and K, A and Z, and K and Z. 
In most of the cases no inter-correlation 
of the indices was found. There were in- 
stances, however, of a high correlation 
between K and Z; meaning that if one 
of these indices went up or down, the 
other tended to follow it. That is, the 
more people start to read an item of this 
type, the larger the proportion of them 
who read to the end; and vice versa. 
There was also one case of a negative 
correlation between K and Z, showing 
that the more people begin to read an 
item of this type, the more of them are 
apt to stop in the middle. This negative 
correlation seems to indicate that the 
group of really interested potential 
readers is limited; and that, if the item 
attracts other readers outside this group, 
they will be lukewarm from the start 
and, consequently, more difficult to hold. 
In such cases the positive or negative 
correlation between K and Z helps to 
define such behavior on the part of 
reader groups. The K and Z indices 
themselves, however, since they react 
upon each other lose their usefulness as 
independent measures of two distinct 
groups of editorial elements. Under such 
circumstances, they must be combined, 
or in some way basically revised. 

Thus, in any actual survey, it may be 
expected first, that some indices will be 
more important than others, demanding 
greater editorial attention; and second, 
that there will be instances where two 
indices are not independent of each 
other. In the third place, the particular 


editorial elements controlling each index 
may be expected to differ from case to 
case. In the present experiment, for in- 
stance, authors with big names were 
found to be correlated with a high K- 
Index for some types of items, but not 
for others. The style of illustration, to 
take another example, seemed to affect 
the A-Index for one type but not for 
others. And so on. It is, of course, es- 
sential to determine exactly which ele- 
ments are important in each case, in 
order to give the A, K and Z-Indices 
their proper meanings for the problem 
in hand. If, for instance, it were found 
that the female K-Index for fiction items 
is not affected by the author’s name, the 
editor would not ascribe low readership 
of a story to the fact that the author had 
no “pull.” 

Magazines, as well as types of items, 
might well be expected to differ in re- 
spect to the importance of each of the 
three indices and the factors affecting 
them. It is easy to guess, for instance, 
that the A-Index would be particularly 
important to magazines reaching casual 
readers, whereas the Z-Index might be 
the major factor in readership of maga- 
zines with a discriminating reader pub- 
lic. It is conceivable that more or less 
than three indices might be valuable or 
even necessary in some cases. The plan, 
as outlined here, can, by fairly simple 
means, help the editor to understand the 
reaction of readers; but it can only 
achieve its maximum usefulness when 
adapted experimentally to the problem 


in hand. 








CHANGING COMPETITIVE CONDITIONS 
IN THE MARKETING OF TIRES 


RICHARD GLENN GETTELL 
Office of Price Administration 


Eprror’s Note: Mr. Getiell’s analysis of competitive 
conditions will be useful to students of marketing from 
many points of view. It is based upon a larger and more 
comprehensive study made by the author. 


I 


HE rubber tire industry is frequently 

cited by students of marketing and 
of price policy as an outstanding example 
of market demoralization, characterized 
by intense and chaotic competition 
among the heterogeneous business units 
concerned with the manufacture or sale 
of tires. This view has been substantiated 
by the studies of Abrahamson,' Leigh,? 
and Reynolds,’ which attach particular 
weight to the data made available in the 
Goodyear case,‘ and by the N.R.A. ex- 
perience.® 

As the chief factors contributing to 
severe competition and low profitability 
in the industry, these studies have var- 
iously laid stress upon: (1) A decline in 
the demand for tires, particularly as it 
has been furthered by product improve- 

1 Albert Abrahamson, ““The Automobile Tire—Forms 
of Marketing in Combat,” in Walton Hamilton et al., 
Price and Price Policies (New York: McGraw-Hill, 
1938), pp. 83-116. 

2W. W. Leigh, Some Marketing Problems of the 
United States Automobile Tire Industy, and some of 
their effects upon that industry since 1922 (Unpub- 
lished Ph.D. thesis, School of Commerce, Northwestern 
University, 1936). 

3’ Lloyd G. Reynolds, “Competition in the Rubber 
Tire Industry,” American Economic Review, 28 (Sep- 
tember, 1938), pp. 459-468. 

4 Cf. U. S. Federal Trade Commission, Jn the Matter 
of Goodyear Tire and Rubber Company, Docket No. 2116 
(Washington, D. C.: F.T.C., 1935). 

5 Cf. U. S. National Recovery Administration, Divi- 
sion of Review, Work Materials No. 41, The Rubber 


Industry Study, by W. H. Cross, G. S. Earseman, and 
J. H. Lenaerts (Washington, D. C.: N.R.A., 1936). 
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ment. (2) Excess capacity, attributable to 
overly-optimistic anticipations during 
the 1920’s. (3) Sharp fluctuations in 
crude rubber prices, attended by huge 
inventory losses. (4) Disruption of the 
channels of distribution, notably the in- 
vasion of the market by large retailing 
organizations. (5) The inability of the 
major tire companies to attain a tacit 
acceptance of, or to reach active agree- 
ment on, the plane of their competition, 
with a consequent instability of the tac- 
tics and areas of their conflict. In spite 
of the heavy concentration of production 
in the industry,® it is the general view 
that the leading tire companies have 
failed to recognize their mutual depend- 
ence, as might be expected under condi- 
tions of oligopoly, and have chosen in- 
stead to act independently in separate 
attempts, by all means at their disposal, 
to maximize their incomes. In the market 
this has been manifested by a wide va- 


6 Although over 500 tire companies started in business 
between 1912 and 1933 (cf. Special Circular No. 345}, 
Washington, D. C.: U. S. Department of Commerce, 
September 6, 1933, p. 4), only 28 companies remained 
in 1940 which could be counted as independent tire 
producers. Of these, four companies: Goodyear Tire 
and Rubber Company, Firestone Tire and Rubber 
Company, United States Rubber Company, and B. F. 
Goodrich Company, dominate the industry, controlling 
over three-quarters of the productive capacity and of 
the net sales of tires. The fifth ranking company, Gen- 
eral Tire and Rubber Company, probably controls not 
more than 4 per cent of total capacity and net sales of 
tires. (Estimated from data on 14 leading tire com- 
panies.) Cf. Standard Corporation Records, 17, Nos. 
3868, 3853, 3788B, 3848, 3830, 3828, 3832, 3872, 3870B, 
3806, and 3769, Evidence Study No. 36 of the Rubber Tire 
Manufacturing Industry (Washington, D. C.: N.R.A., 
1935), p- 5, “The Rolling Tire,” Fortune, 14 (November, 
1936), Pp. 105. 
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riety of bitter price, quasi-price, and 
non-price competition. 

More recent data,’ although they are 
fragmentary, clearly suggest not only 
that some of these factors no longer dis- 
turb the industry, but also that the 
principal firms have altered their com- 
petitive practices and have made sepa- 
rate or joint readjustments to the 
remaining disturbing factors in their 
competitive environment to such a de- 
gree that earlier characterizations of 
competition in the tire industry must be 
considerably revised. It is the purpose of 
the following to indicate the most sig- 
nificant environmental changes and al- 
terations of policy® since 1933-1935, the 
date of reference of previous investiga- 
tions, and to suggest the way in which 
they tend to mitigate the former demor- 
alization of the industry. 


II 


A declining demand for tires plagued 
the industry in the early 1930’s and led 
many tire companies to make progres- 
sive concessions to tire buyers in inde- 
pendent efforts to preserve sales volume. 

Several factors influenced this decline 
in demand. The decreased production of 
automobiles during depression years® se- 


7 Cf. Richard Glenn Gettell, Pluralistic Competition: 
with an illustrative case study of the rubber tire industry 
(Unpublished Ph.D. thesis, University of California, 
1940). 

®In assessing the nature of competition in any in- 
dustry, it must be acknowledged that the severity of 
conflict is a function of two mutually-reinforcing sets of 
factors: (1) changes in the competitive environment, 
i.e., in factors beyond the control of the competing 
firms, and (2) readjustments to the changing environ- 
ment, i.¢., alterations in the policies of the competing 
firms. A more favorable or a more stable environment, 
or joint or independent adjustments to soften its effects, 
can reduce the intensity of conflict and enhance the in- 
comes of competing firms. 

* Motor vehicle factory sales in the United States 
declined almost 75 per cent between 1929 and 1932; only 
about one-third of this decline had been made up by the 
end of 1934. Cf. Automobile Manufacturers’ Associa- 


riously reduced the demand for original 
equipment tires. Although automobile 
use declined only slightly and for a short 
time," and thus had little effect in de- 
pressing the demand for replacement 
tires, continuous improvement in the 
product increased tire durability" to such 
a degree that replacement demand fell 
off sharply. This decline was further 
hastened by the growth of the practice 
of retreading worn casings.! Finally, ex- 
port demand, though never constituting 
a significant share of the total, also de- 
clined."* The net effect of these factors 
was to reduce the total tire sales from 
over 70 millions in 1928 and 1929 to less 
than 40 millions in 1932." 

Since the low point, however, several 
circumstances have arisen to reduce the 
pressure to conflict that follows from a 
period of declining demand: 

(1) There has been an increase in orig- 
inal equipment demand due to the re- 
vival in automobile production.” 

(2) The decline in replacement de- 
mand has been checked. A steady in- 





tion, Automobile Facts and Figures (New York: A.M.A., 
1939), P- 4. 

10 Motor vehicle registration in the United States de- 
clined 2.5 per cent in 1931, 6.7 per cent in 1932, and 1.0 
per cent in 1933. Jdid., p. 16. 

ul The average length of life of a tire in years increased 
from 1.85 in 1929 to 2.57 in 1934. Cf. Rubber News Let- 
ter, Bureau of Foreign and Domestic Commerce, U. S. 
Department of Commerce, Washington, D. C.: Octo- 
ber 15, 1939, P- 199. 

2 The practice of retreading or “rebuilding” used 
tires had its most important early growth on the Pacific 
Coast. It is estimated that the number of tires retreaded 
in California alone grew from 250,000 in 1929 to over 
1,000,000 in 1933. Cf. Special Circular No. 3583, U. S. 
Department of Commerce, Washington, D. C., Sep- 
tember 4, 1935, p. 6. 

13 Export sales of tires have averaged about 3 per cent 
of total sales over the past thirty years. At no time have 
they exceeded 5 per cent of the total. Cf. Special Circu- 
lar No. 3644, U. S. Department of Commerce, Washing- 
ton, D. C., June 15, 1937, p. 9, and Table I, infra, p. 7 

4 Cf, Table I, infra, p. 7. 

% Motor vehicle factory sales in the United States, 
according to figures of the Automobile Manufacturers’ 
Association, are reported as follows: 
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crease in automobile registration’® and 
in mileage driven,’ together with the 
equipment of recent models with more 
powerful brakes and wheels of smaller 
diameter, has offset the increasing du- 
rability of tires,’* the improvement of 
road surfaces, and the growth of retread- 
ing’® to such an extent that replacement 
sales were stabilized from 1933 to 1938 
at close to 30 million tires per year, and 
have since increased by over 20%. 

The influence of these changing de- 
mand factors on sales volume may be 
seen in Table I. 

From 1928 through the early 1930’s 
we find evidence of the declining demand 
for tires, both as original equipment and 
for replacement, which has been inter- 
preted in previous studies as a partial 
explanation for the severity of competi- 
tion in the industry, since it led to a vain 
struggle by each firm to increase its 
relative share of a declining total in order 
to maintain its absolute sales volume. In 





(thousands of vehicles) 


Passenger Motor a 
aie Cars Trucks _ fotor 
Vehicles 
1932 1145 235 1380 
1933 1574 347 = 
1934 2178 575 2753 
1935 3252 695 pd 
1936 3670 785 4455 
1937 3916 893 4809 
1938 2001 488 ashe 
1939 2867 710 3577 
1940 3705 771 4476 


16 The Automobile Manufacturers’ Association figures 
for motor vehicle registration in the United States show 
an increase of over 33 per cent from 1933 to 1940. 

17 Mileage driven is estimated to have increased about 
17 per cent between 1932 and 1938. Cf. Rubber News 
Letter, Bureau of Foreign and Domestic Commerce, 
U. S. Department of Commerce, Washington, D. C.: 
February 15, 1939, Pp. 24. 

18 Tire durability has increased over 40 per cent since 
1933- Cf. footnote 11, supra, p. 113. 

19 It is estimated that 5,570,000 tires were retreaded 
in 1939. Cf. Rubber News Letter, Bureau of Foreign and 
Domestic Commerce, Washington, D. C., January 31, 


1940, p. 20. 


more recent years we find tire sales ex- 
panding in one market and relatively 
stationary in the other, except for the 
past two years, when both markets, ex- 
panded. 

Although competiton among firms for 
increased relative shares of an expanding 
or a stable market may, for other rea- 
sons, be severe, it is reasonable to assume 
that it will lack the desperation of a 


Tas.e J. Tire Sates sy Principat Markets, 
1928—1940* 


(millions of tires) 








| Original | Replace- | 











_ 
Year | Exports Equipment| ment Total 
| 
1928 | 2.7 17.7 | §0.9 | 71.3 
1929 3.0 | 2.0 | 46.2 | 70.2 
1930 2.7 13-6 | 38.3 54.6 
1931 | 2.0 | 9.6 | 37-5 | 49.1 
1932 | «1.1 | 6.0 | 32.9 | 40.0 
1933 | 1.2 | 9-5 | 33:7 | 44-4 
1934 | 1.6 | 13-5 | 31-9 47.0 
1935 et | me | got | 50.6 
1936 rt | 21.9 | 31-4 | 54-4 
1937 1.2 | 22.4 29.9 | 53-5 
1938 | 1.0 | 10.7 30.6 | 42.3 
1939 1.4 18.1 37.6 ry Be 
i) ag 22.3 35.6 59.2 


1940 





®* Rubber Manufacturers’ Association and U. S. 
Department of Commerce estimates, as published in 
Survey of Current Business, 19 (May, 1939), pp. 16-18, 
and 21 (February, 1941), p. 99. 


struggle for survival in a declining mar- 
ket. 
Ii] 

The rapid growth of the tire industry 
in the 1920’s led to feverish plant expan- 
sion. When, after 1929, tire sales began 
to fall off, leaving the industry with a 
large unutilized productive capacity, the 
tire companies intensified their market 
conflict in the attempt to spread over- 
head. ; 

Estimates of practical capacity, and of 
unutilized capacity, in the tire industry 
are notoriously unprecise. Studies made 
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of the years between 1929 and 1934”° 
cannot be fully reconciled, for they var- 
ied not only in their assumptions regard- 
ing the number of hours or days which 
aggregate to a “normal” year of opera- 
tion,” and in their allowance for standby 
capacity” for the seasonality of produc- 
tion, but also in their estimates of the 
available physical equipment. Neverthe- 
less all of the studies agreed that in the 
early 1930's, productive capacity was 
only 54-65% utilized. 

Since that time, however, there is 
strong evidence to support the conten- 
tion that the problem of excess capacity 
has become much less pressing for the 
tire industry: 

(1) The volume of tire production has 
increased.” 

(2) Disinvestment during the early 
1930's, though it did not proceed at as 

20 Cf. Edwin G. Nourse, America’s Capacity to Pro- 
duce (Washington, D. C.: Brookings, 1934), p. 583» 
Standard Trade and Securities, April 17, 1935, Section 2, 
p. AT-97, Rubber Manufacturers’ Association, Letter 
of August 1, 1934 to Deputy Administrator E. D. Bran- 
some, cited in W. H. Cross, G. S. Earseman, and J. H. 
Lenaerts, op. cit., pp. 30, 32, A. L. Kress, Rubber Tire 
Industry (Washington, D. C.: N.R.A., 1933), p. 8. 

21 F.g., Kress assumed 281 days’ operation each year; 
Standard Statistics assumed 252 days’, and the Rubber 
Manufacturers’ Association assumed 6,000 hours of 
annual operation. 

* Kress held that to meet the peak load of seasonal 
production the industry should have a “standby” 
capacity of 80 million tires in order to produce 69 million 
(approximately the 1929 production) annually. 

23 Rubber Manufacturers’ Association estimates of 


the annual production of pneumatic casings since 1928 
are as follows: 


Year Millions of Casings 
1928 78 
1929 69 
1930 SI 
1931 49 
1932 40 
1933 45 
1934 47 
1935 49 
1936 56 
1937 53 
1938 4° 
1939 58 
1940 59 





rapid a pace as the decline in tire sales, 
sharply reduced the available capacity, 
to such a degree, in fact, that beginning 
in about 1937, some of the major tire 
companies began to expand again.” 

(3) Earlier measures of productive 
capacity in the tire industry were based 
primarily on a count of the number of 
tire molds. With the increased size and 
weight of modern tires, and the increas- 
ing proportion of truck to automobile 
tire production,” mixing equipment has 
become the new bottleneck, and the 
more significant measure of productive 
capacity. If tire production is measured 
by weight, instead of by number of cas- 
ings, it is probable that productive capac- 
ity is strained more heavily at present 
than ever before.”’ 

Thus the excess capacity which for- 
merly contributed to the violence of con- 
flict among tire manufacturers has been 
relieved since the time of the earlier 
studies, and can no longer be counted as 


% F.g., Standard Trade and Securities, op. cit., esti- 
mated a practical capacity for the industry of 106 mil- 
lion tires in 1929, of 85.3 millions in 1931, and of 69.2 
millions in 1934. 

% The valuation of land, buildings, and equipment of 
three of the four largest tire companies, as reported to 
the Securities and Exchange Commission, increased 
from $329 millions to $387 millions between 1934 and 
1939. Cf. Selected Information on Manufacturers of Tires 
and other Rubber Products registered under the Securities 
Exchange Act of 1934 at Fune 30, 1938 New York: 
W.P.A., March, 1939) and Standard Corporation 
Records, op. cit. Jt is not possible to tell from these data 
how much of this increase is attributable to revaluation, 
and how much to new investment. Also, there is good 
reason to believe that much of the new investment of 
tire companies has been connected with diversification 
of production and relocation of plants. However, wheth- 
er by new investment or by merger, daily plant capacity 
of the major tire companies shows slight increases over 
the early 1930's. Cf. N.R.A. Evidence Study No. 36, op. 
cit., p. §, and Standard Corporation Reczora., op. cit. 

% Cf. footnote 15, supra, p. 113. 

27 Data for 1939 indicate that while total tire output, 
as measured by number of casings, was 17 per cent be- 
low the 1929 level, the tonnage of 1939 production ex- 
ceeded 1929 by about 17 per cent. Cf. Goodyear Tire 
and Rubber Company, g/st Annual Report to Stock- 
holders (Akron, Ohio: February, 1940), p. 34. 
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a significant factor to disturb their com- 
petition.”® 


IV 


A major and, for many years, a par- 
ticularly disturbing element of cost to 
tire manufacturers has been the cost of 
crude rubber. The necessity of relying 
on distant sources of supply, subject at 
times to production control or export 
restrictions which have caused wide 
swings in rubber prices, together with 
sharp short run price fluctuations, has 
magnified the risks attendant to profit- 
able tire production. Price movements in 
their principal raw material have created 
an especially severe problem for the 
larger tire companies, since as they are 
obliged to keep a four- to six-month sup- 
ply on hand, the value of their inven- 
tories has been extremely unstable. 

Various adjustments have been made 
in the past by tire manufacturers, inde- 
pendently or jointly, in the attempt to 
regularize their supplies of crude rubber 
or to check price fluctuations. The large 
companies have established extensive 
organizations for buying abroad and 
usually have competed vigorously in 
their purchases.” At one time they even 
allied temporarily, along with certain 
automobile manufacturers, to establish a 
buying pool.*° Since 1926, the smaller 


28 Cf, Lloyd G. Reynolds, “Cutthroat Competition,” 
American Economic Review, 30 (December, 1940), p 
737. Reynolds holds that cutthroat competition can 
exist only when there is excess capacity in an industry. 
Although the writer believes that unfavorable market 
factors could probably give rise to violent short-run 
competition, even at capacity operation, there is no 
doubt that it can be aggravated by the existence of ex- 
cess capacity. 

29 Cf, “The Rolling Tire,” op. cit., pp. 146 ff. 

80 The Crude Rubber Agency, a purchasing pool, 
with resources of about $40,000,000, endeavored to 
maintain a floating supply of crude rubber in the United 
States, and to time its purchases in such a way as to re- 
duce the price fluctuations which accompany independ- 
ent action by large buyers. Because of the sharp decline 
of prices after 1926 the operations of this pool were un- 
profitable, and its existence is unreported after 1928. 


companies have been able to hedge their 
purchases on the New York Rubber Ex- 
change; but the daily volume is so small 
that the large companies cannot trade 
there effectively. Three or four of the 
largest companies have established their 
own plantations, often in unregulated 
areas, but thus far company-owned 
plantations have been able to supply 
only a small proportion of their owners’ 
requirements.** A vigorous search has 
been made for substitutes,®2 and, at 
times, reclaimed rubber has been used in 
large quantities.* Although each of these 
adjustments tends to alleviate the indus- 
try’s difficulties, none has been notably 
successful in solving the problem. 

The situation was particularly unfav- 
orable for the major tire companies in 





Cf. C, E. Fraser and G. F. Doriot, Analysing Our Indus- 
tries (New York: McGraw-Hill, 1932) p. 87. 

31 U. S. Rubber’s plantations in Sumatra and Malaya 
are reportedly able to supply from one-fifth to one- 
quarter of the company’s requirements. Goodyear plan- 
tations in Sumatra, Panama, Costa Rica and the Philip- 
pines, meet about 10 per cent of that company’s re- 
quirements. Firestone’s Liberian plantations, although 
they are expanding rapidly, still probably provide less 
than 10 per cent of its requirements. Cf. Annual Reports 
of the companies, “The Rolling Tire,” op. cit., p. 151, 
and Standard Corporation Records. 

% Imperfect natural substitutes for hevea brasiliensa, 
such as the gums of the “‘intinsy” tree of Madagascar, 
the “ceara” in the Philippines, or the tropical “‘castil- 
loa,” of macerated Indian hemp, desert milkweed and 
goldenrod, have proved commercially impractical. 
Mexican “guayule” is used commercially in limited 
quantities. Cf. William C. Geer, The Reign of Rubber 
(New York: Century, 1922), pp. 84-86, Harvey S. 
Firestone, Jr., The Romance and Drama of the Rubber 
Industry (Akron, Ohio: Firestone, 1932), pp. 71-73, 98- 
99, C. E. Fraser and G. F. Doriot, op. cit., pp. 90-9!- 
Chemical substitutes offer much more promise. Cf. 
infra. 

%3 In tire manufacture, the contra-abrasive qualities 
of reclaimed rubber offer technical reasons for its reg- 
ular inclusion in tires almost regardless of crude rubber 
prices. Even when live rubber prices fell as they did from 
26 cents per pound in 1929 to § cents in 1931, the pro- 
portion of reclaimed rubber consumed in tire manufac- 
ture decreased only from 22.2 per cent to 18.3 per cent. 
But when rubber prices rise rapidly, reclaimed rubber 1s 
often added to tire compounds in increasing proportions. 
Cf. Special Circular No. 3634, U. S. Department of Com- 
merce, Washington, D. C.: February 27, 1937, P- 7+ 
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the early 1930’s. The smaller companies, 
buying hand-to-mouth, had been at a 
disadvantage in the previous decade;** 
but the breakdown of the Stevenson Act 
brought a long decline of rubber prices 
to all-time lows in 1932 and 1933.*° Con- 
sequently, the larger tire companies, 
which always maintained a long position 
on rubber, suffered extensive inventory 
losses, and tire prices, already out of 
hand, were adjusted at progressively 
lower levels. 

Since 1934 the risks of fluctuating rub- 
ber prices have been somewhat curtailed. 
The principal factors contributing to 
this are: 

(1) The establishment of the Inter- 
national Rubber Regulation Agreement. 
This agreement, which covers 96.3% of 
present rubber shipments,” has been 
administered since its formation in 1934 
in such a way as to eliminate much of the 
former violence of fluctuations and to 
establish a floor for rubber prices. Its 
inclusive coverage, and the apparent dis- 
inclination of its administrators to cause 
excessive price rises by the creation of 
artificial scarcity, suggests that it is not 
likely to collapse, as did the Stevenson 
Act.** Accordingly, even though it has 
not completely stabilized rubber costs 
for tire manufacturers, at least, the dis- 


* About eighty-five small companies went out of 
business during the rising prices under the Stevenson 
Act. Cf. Hugh Allen, The House of Goodyear (Akron, 
Ohio: Goodyear, 1936), p. 337. 

% Cf. Table II. 

* Between 1926 and 1934, the seven largest tire com- 
panies incurred inventory losses of over $83,000,000. 
Brief of Rubber Manufacturers’ Association, N.R.A. 
Hearings, cited in W. H. Cross, G. S. Earseman, and 
J. H. Lenaerts, Op. Cit., Pp. 93. 

“Cf. P. W. Barker, Rubber Industry in the United 
States, 1839-1939, U. S. Department of Commerce, 
rade Promotion Series No. 197, (Washington, D. C.: 
Government Printing Office, 1939), p. 8, Rubber News 
Letter, Bureau of Foreign and Domestic Commerce, 
Washington, D. C.: February 29, 1940, p. 37. 

* Cf. C. R. Whittlesey, Governmental Control of Crude 
Rubber (Princeton, N. J.: Princeton University Press, 
1931). 


astrous inventory losses brought about 
by long price declines have been elimi- 
nated. 

(2) The continued development of 
chemical substitutes for rubber.** The 
greatest actual volume of production of 


TaBLe IJ. New York Annvuat Low, Hicu anpb Aver- 
AGE Spot RuBBER PRICEs, 1921-1940," PLANTATION 
RispBED SMOKED SHEETS 


(cents per pound) 





Annual 
Year Low High Monthly 
Average 
1921 115 21} 16. 36 
1922 133 23% 17.50 
1923 244 374 29.45 
1924 183 392 26.20 
1925 343 123 72.46 
1926 364 gI 56.83 
1927 33 42} 47.72 
1928 163 41} 32.48 
1929 153 263 20.655 
193 7% 163 11.98 
1931 416 8) 6.17 
1932 25 44 3-49 
1933 25 93 5.96 
1934 83 1S; 12.9 
1935 10% 134 12 
1936 133 23 16.41 
1937 14 26} 19.36 
1938 10} 17} 14.68 
1939 155 24 17.66 
24 19.89 


1940 18,3; 
® Data from The Rubber Age. 


such substitutes is probably in Ger- 
many,*® where “buna” rubber and “‘thio- 
kol” were first developed; but DuPont, 
Standard Oil, and several of the major 
tire companies in the United States are 
now exploring the field and have already 
reduced production costs to such a point 
as to place a comparatively low ceiling" 
over natural rubber prices. 

39 Improperly referred to as “synthetic rubber,” since 
the molecular structure of the substitutes differs from 
that of natural rubber. 

40 Cf, Rubber News Letter, Bureau of Foreign and 
Domestic Commerce, U. S. Department of Commerce, 
Washington, D. C., March 31, 1939, Pp. 75. 

41 While this work is in the developmental stage, and 
before the actual experience of large-scale production is 
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The trends in rubber prices and the 
extremes of their fluctuation can be seen 
in Table II. The relative stability of 
prices in recent years and the end of 
costly price declines indicate that an- 
other factor which formerly disturbed 
the tire industry and which has been held 
to contribute to the severity of recent 
conflict has been largely eliminated. 

V 

Ever since the middle 1920’s, the chan- 
nels of tire distribution have been under- 
going drastic changes. The changes in 
themselves were upsetting to the indus- 
try; because they brought uncertainties, 
created new problems, and required com- 
petitive readjustments, all of which in- 
terfered with the establishment of a 
stable plane of competition. But when, 
after 1929, these changes were accom- 
panied by depression, they were met by 
a desperate resistance on the part of the 
market institutions which were adverse- 
ly affected and led to a chaotic conflict 
among all business units concerned with 
the distribution. 

From the point of view of the tire 
manufacturers, the most notable changes 
were twofold: First, an increasing pro- 
portion of their sales were made to large 
buyers,” which, as oligopsonists, were 
realized, the precise location of this ceiling cannot be 
stated. Estimates have run as low as twenty-five cents 
per pound. Standard Oil’s Butyl rubber may be even 
lower. Cf. Industrial and Engineering Chemistry, 32 
(September, 1940), pp. 1153 ff, and (October, 1940), 
pp. 1283 ff. Cf. also Rubber News Letters, op. cit., April 
17, 1940, p. 76, June 15, 1940, pp. 107-108, August 165, 
1940, PP. 143-144. 

42 With the growing practice, after 1927, of equipping 
new automobiles with spare tires, a significant propor- 
tion of sales was transferred from dealers to automobile 
manufacturers. Although the tire companies tried to 
differentiate their terms on original equipment and 
spare tires, by selling the latter at the “best dealer” 
prices for replacement tires, these differentials were 
progressively shaded. Cf. W. W. Leigh, op. cit., pp. 99- 
100. More important, however, was the invasion of the 
tire market by large retailing organizations: mail order 
houses, chains, and oil companies. Cf. Table 3, infra, 
p. 119. 








in a position to drive closer bargains 
than the smaller tire distributors.* Sec- 
ond, the private brand sales of large re- 
tailing organizations threatened the 
manufacturers’ replacement tire outlets. 
Not only did they disrupt the dealer or- 
ganizations, but also they placed the tire 
companies in the unenviable position of 
competing with themselves in the retail 
market. As a result, the tire companies 
suffered both from less profitable con- 
tracts in their increasing proportion of 
sales to large buyers and from being 
caught in the middle of a contagious and 
intense market conflict.“* They competed 
among themselves for contracts to sup- 
ply large buyers. They competed for out- 
lets for their own brands, both by 
making progressive concessions to inde- 
pendent dealers and by establishing 
their own retail stores. They competed, 
through their dealers and through their 
own stores, with the large retailing or- 
ganizations which they supplied. Even 
when they did not take the initiative in 
intensifying the conflict, they were 
forced to meet the competition of which- 
ever type of distributor did. 

Although all of these areas of conflict 
still remain, so that we cannot say that 
the variety and heterogeneity of the 
channels of distribution no longer con- 
stitute a disturbing factor to the compe- 
tition in the tire industry, nevertheless, 

48 Large buyers of tires were reportedly successful in 
their attempts to play off one seller against another. 
Cost and profit analyses for the years 1926-1933, based 
on data in the Goodyear case, suggest that net sales 
prices to large buyers averaged 40 per cent (on original 
equipment) and 29-40 per cent (on mail-order house 
sales) below the prices to dealers. Net profit during that 
period was estimated at 2.0 per cent on original equip- 
ment sales, as compared with 11.9 per cent on sales to 
independent dealers in the replacement market. W. W. 
Leigh, op. cit., pp. 95, 124, 240, 242. Cf. Albert Abra- 
hamson, op. cit., pp. 109-110, ““The Rolling Tire,”’ op. 


cil., Pp. 145. 
“ For the details of this conflict, cf. W. H. Cross, 


G. S. Earseman, and J. H. Lenaerts, op. cit., pp. 95- 
103, 145-176, W. W. Leigh, op. cit., pp. 245-270, Albert 
Abrahamson, op. cit., pp. 98 ff. 
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there is reason to believe that they have 
become less significant since the chaotic 
days of the early 1930’s. Not only can it 
be presumed that the mere passage of 
time has softened the impact of competi- 
tive innovations and permitted adjust- 
ments to be made to the invasion of the 
market by large retailers, but also cer- 
tain other evidence can be adduced that 
tends to bear out this supposition: 


tire manufacturers; but the transition is 
no longer a progressive threat to them or 
the occasion for price shading, and they 
have now had six years to become ad- 
justed to the new situation. 

(2) Although sales to large buyers of 
private brands as well as to buyers of 
original equipment tires are still increas- 
ing, both absolutely and in proportion 
to other sales,** the successive shocks of 


TABLE III. Percenrace DistriBuTION OF REPLACEMENT TIRE SALES BY PRINCIPAL CHANNELS OF 
DisTRIBUTION, 1922-1939" 





Owned 























Ve Independent | , Mail Chain Oil Other 
ear | Retail . . 
Dealers Stores Order Stores Companies | Channels 
| . | 
1922 | 98.1 Al oan — = = 
1923 96.7 I 1.8 x _ 2 
1924 94-7 I 4-3 6 | — 3 
1925 | g1.O of 7.3 1.4 — 3 
1926 89.3 Si 6.2 2.4 — 1.6 
1927 88.6 ‘7 4.8 4-4 —_ &.% 
1928 | 84.2 t.3 4.6 8.3 — 1.6 
1929 74.0 4-5 5.5 13.3 9 1.8 
1930 | 69.3 ta 4-6 13.9 3.0 1.8 
1931 66.7 8.5 3.6 13.1 6.5 1.6 
1932 | 65.0 9.6 2.5 13.5 6.8 1.6 
1933 66.2 8.4 2.8 11.1 9.4 2.1 
1934 61.7 9.5 3.6 11.9 | I1.2 2.0 
1935 56.2 12.1 $a 12.8 12.7 2.4 
1936 54.8 12.4 3.3 14.1 | 13.0 2.4 
1937 53-0 9.4 4-3 14.6 16.5 2.2 
1938 51.0 8.4 $.2 16.9 16.7 1.8 
1939 49.1 7-8 5.3 | 18.7 15.5 3-6 
* Adapted from estimates made by W. W. Leigh, published in: 


W. W. Leigh, op. cit., p. 126 (for the period 1932-1933 


Special Circular No. 3650 (Washington, D.C., U. S. Department of Commerce, August 


period 1934-1936) 


) 


16, 1937) (for the 


Rubber News Letter, May 31, 1939, op. cit., p. 120 (for 1937) 
Rubber News Letter, April 30, 1940, op. cit., p. 86 (for the period 1938-1939). 


(1) The transfer of sales volume from 
small to large buyers occasioned by the 
growing practice of equipping new auto- 
mobiles with spare tires has been com- 
pleted. This can hardly be counted a 
Wholly favorable circumstance for the 

“ Estimates obtained from the industry by W. W. 
Leigh, Op. cit., p. 99, indicate that while only 3.5 per cent 
of new automobiles were equipped with spare tires in 


1928, 90 per cent were thus equipped in 1933 and 100 
per cent in 1934. 


Cf. Table I, supra, p. 114, for data on original equip- 
ment sales. Estimates by W. W. Leigh, published in 
Rubber News Letters, op. cit., May 31, 1939, p. 120, and 
April 30, 1940, p. 87, are as follows: 


Number of Private Per Cent of Total 


Year Brand Tires Sold Replacement 
(thousands) Sales 
1936 6995 23-9 
1937 7552 25.1 
1938 8662 28.3 
1939 11568 30.4 
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the invasion of the retail market by new 
types of distributors are a thing of the 
past. When first the mail order houses, 
then chains, and finally oil companies, 
were trying to secure a foothold in the 
market, they met violent resistance. 
Although all retailers still compete vig- 
orously to maintain or increase their rel- 
ative shares of the market (and the larger 
units are apparently the more successful), 
in general the changes in the past few 
years have been more gradual, and less 
sudden, than formerly. Table III shows 
the relative shares of the replacement 
market supplied through the principal 
channels of distribution for the period 
1922-1939. 

Several items of significance stand out 
in this table. First, the independent deal- 
ers are losing their relative share of the 
replacement market much less rapidly 
than formerly. Between 1927 and 1935, 
when their share dropped by over one- 
third, they could be expected to con- 
tribute greatly to the intensity of con- 
flict. Since that time, the weakest and 
least efficient have been forced out of the 
market, others have diversified their 
sales, increasingly selling tires as side 
lines, and the remainder have been less 
affected by a declining market. Second, 
the large retailers have all been well es- 
tablished in the market for some time, 
the mail order houses since the middle 
1920’s, the chains since the late 1920’s or 
early 1930’s, and the oil companies since 
the middle 1930’s. And, inasmuch as 
each new type has relied less on private 
brands than its predecessor,” the suc- 
cessive invasions not only are long ac- 
complished facts to which adjustments 


47 And most recently, the ratio of their private brand 
to manufacturers’ brand sales has declined. Mail order 
sales are 100 per cent private brand. Chain sales were 
93-3 per cent private brands in 1938 and 88.5 per cent in 
1939. Oil company sales were 43.1 per cent private 
brands in 1938 and 41.7 per cent in 1939. (Computed 
from Leigh’s estimates, supra.) 


have been made, but also have presented 
progressively lesser new threats to the 
tire manufacturers’ brands. Finally, the 
sharp decline since 1936 in the relative 
share of the market served by the tire 
companies’ own retail stores, suggests a 
major reduction in the intensity of con- 
flict on the part of the tire companies 
themselves.** The declining importance 
of manufacturer-owned stores is strong 
evidence that a major weapon of market 
conflict is being wielded less heavily than 
formerly. 

Thus, although the large retailers con- 
tinue to gain in importance in the tire 
market, no major innovations have oc- 
curred in the channels of distribution 
recently which are comparable to the 
changes that rocked the industry in the 
late 1920’s and early 1930's. 

VI 

The final reason customarily advanced 
to explain the severity of conflict in the 
early 1930’s was the unwillingness or in- 
ability of the tire companies to recognize 


their mutual dependence and act ac- 
cordingly.* 


48 Beginning in 1928, these outlets were used by Fire- 
stone, and later by other companies, to combat private 
brand competition. Expanded as a direct challenge to 
the mail order house chains, with which they shared the 
lead in contributing to the intensity of conflict at the 
retail level, they were bitterly fought by independent 
dealers. Cf. The Goodyear Tire and Rubber Company, 
Petitioner vs. Federal Trade Commission, Respondent, 
Brief for Respondent. In the United States Court of Ap- 
peals for the Sixth Circuit, No. 7369, pp. 20a—30<, “The 
Rolling Tire,” op. cit., pp. 102, 142. C. E. Fraser and 
G. F. Doriot, op. cit., pp. 97 ff., W. H. Cross, G. S. 
Earseman, and J. H. Lenaerts, op. cit., pp. 148 ff. 

‘9 Active alliance to restrain conflict would have been 
the most obvious, though a legally questionable, meth- 
od, but the effect of such an alliance could have been 
equally well attained by tacit acceptance of the existing 
plane of competition. A mere decision by each firm not 
to intensify the current conflict, ¢.g., by price-cutting, 
liberalizing the terms of sale and extending product 
guarantees, because it knew such a move would bring 
retaliation, could probably restrict competition as suc- 
cessfully as collusion to fix prices and terms, etc., at the 
existing level. Cf. Edward Chamberlin, The Theory 9 
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Primarily this has been a matter of 
personality, and of heterogeneity. In the 
first instance, the history of conflict in 
the industry is such that separate com- 
panies have had little confidence that 
their competitors would not disturb the 
plane of competition whenever they be- 
lieved a relative advantage might be 
gained by so doing.®® And even when 
sporadic attempts have been made to 
achieve joint action through formal alli- 
ances, they have quickly broken down." 
In the second instance, major differences 
in the organization and activities of the 
principal companies have made it diffi- 
cult, if not impossible, for them to find 
a formula of agreement.” This is gener- 
ally aggravated by the fact that even if 
they could reach some sort of agreement 
among themselves, it would be subject 
to upset by the activities of tire distribu- 
tors. Inter-type competition, whether 
intensified on the initiative of distressed 
dealers or of aggressive retailing organi- 
zetions, has made conflict contagious 
throughout the industry. It has particu- 
larly upset the retail market whenever 
the various units selling in that market 





Monopolistic Competition, 2d ed.; (Cambridge, Mass.: 
Harvard University Press, 1936), pp. 46 ff. 

°° The company led by the late Harvey S. Firestone 
has been particularly noted for its aggressive and inde- 
pendent tactics, but from time to time other firms have 
taken the initiative. Cf. “The Rolling Tire,” op. cit., pp. 
103-105, L. G. Reynolds, “Competition in the Rubber 
Tire Industry,” op. cit., pp. 460-462, 467-468. 

* F.g., the Rubber Institute in 1936 and N.R.A. code 
in 1933-1934. Cf. W. H. Cross, G. S. Earseman, and J. 
H. Lenaerts, op. cit., pp. 105-188. 

® Since the major tire companies are also diversified 
rubber manufacturers, differently concentrated on tire 
production, since they sell in varying proportions in the 
different tire markets, since their distributing organiza- 
tions are not identical, and since the product they sell 
varies in construction and quality among lines and 
among manufacturers, it is extremely difficult to define 
a pattern of price differentials among sizes, lines and 
outlets that is satisfactory to all tire producers. Cf. the 
emergency orders under the N.R.A., /oc. cit. 

* Cf. E. T. Grether, Price Control under Fair Trade 


Legislation (New York: Oxford University Press, 1939), 
Pp. 12--13. 


adopted different tactics. Each new ad- 
justment by one firm brought forth a 
host of retaliatory adjustments by its 
competitors, and these, in turn, gave rise 
to further retaliation. In addition, this 
conflict at the retail level reached back 
to disturb the competitive interrelations 
among tire manufacturers because of 
their direct and indirect interests in the 
retail market. 

To a considerable degree this situation 
still exists in the industry. It is true that, 
in the main, the companies are unwill- 
ing or unable completely to stabilize 
their competition. They still vie for large 
accounts and are obliged to accept them 
on slim margins. They are active in prod- 
uct differentiation. At the retail level, 
conflict continues to be manifested in 
price competition, in such quasi-price 
concessions as large trade-in allowances, 
spurious adjustments, free deals, extra 
service, special discounts, liberal credit 
terms, and broad product guarantees, 
and in vigorous non-price competition. 
Furthermore, the repercussions of this 
conflict are felt by the tire producers 
even when they are relatively inactive in 
the retail market. However, since the 
first introduction of these various tactics 
of conflict, there has been a tendency for 
many of them to become relatively fixed 
elements of competitive policy rather 
than to be used aggressively to intensify 
the existing conflict.** And the following 


54 A word of qualification. It would be incorrect for 
the reader to interpret this as a continuous and progres- 
sive development. There is little doubt that market 
competition in the tire industry was less severe in the 
period 1935-1938 than in the immediately preceding 
years. The 1938 recession brought a sharp temporary 
decline in tire demand and created unused capacity in 
the industry. The impact of war has created uncertain- 
ties regarding rubber supplies, and for a time caused 
sharp fluctuations in the price of crude rubber. A revival 
of the intensity of conflict occurred in the retail market 
in the summer of 1939, and, led by Goodyear in the same 
year, among the tire manufacturers, who reduced tire 
prices in spite of rising materials and labor costs. Cf. 
“Prices Still Plague Tire Industry,” Business Week, 
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independent or joint adjustments of tire 
companies offer further evidence of a re- 
duction in the severity of the rivalry 
among tire companies, as compared with 
the situation in the early 1930’s. 

(1) The Firestone Company, which 
was the chief aggressor, especially during 
the decade following 1926, has appar- 
ently changed its tactics. After the death 
of Harvey S. Firestone, this company 
abandoned the lead in making competi- 
tive innovations and instead reduced its 
concentration on tire manufacture.® Not 
until the end of 1939, when Goodyear 
appeared as the new aggressor among the 
tire companies, was the industry sharply 
disturbed by competitive aggression on 
the part of tire manufacturers. 

(2) Since the failure of joint action 
under the N.R.A., there have been an in- 





November 25, 1939, pp. 22-24. Whether this most 
recent intensification of conflict surpasses the market 
demoralization of the 1930's or not, is a matter of opin- 
ion, not subject to quantitative proof. The writer be- 
lives that it does not, and this belief is strengthened by 
the fact that the profits and profit rates reported by the 
four largest companies (including all operations, not 
tires alone), were larger in 1939 than in any other year 
since 1929, except 1936. Cf. the following table, data for 
which were computed from Standard Corporation Rec- 
ords, and §.E.C. Registrations, op. cit.: 


Aggregate Figures for Four Largest Tire Companies 


(millions of dollars) 
Net Profits 


Year Net Sales after All Charges 
1932 346.2 (d) 13.1 
1933 352-7 10.8 
1934 445-3 11.9 
1935 $33.0 21.0 
1936 623.1 37-4 
1937 729 -3 24-3 
1938 564.9 17.9 
1939 691.2 33-3 


55 During the past few years this company has been 
diversifying its production and decreasing its depend- 
ence on its tire business for profitable operations. While 
an estimated 95 per cent of its income was derived from 
tire sales in 1930, this proportion had been decreased 
to about 70 per cent by 1939, although its share of total 
tire sales in the industry meanwhile remained undimin- 
ished. Cf. ‘Four Giants and All Different,” Fortune, 2 
(September, 1930), pp. 85 ff., Standard Corporation 
Records, op. cit. 





creasing number of attempts by various 
groups in the industry to restrain their 
competition. Between 1936 and 1938, 
price control groups were sporadically 
active in the industry. Similar efforts 
have been made under state Fair Trade 
laws in the Chicago area and in Califor- 
nia. And the National Association of In- 
dependent Tire Dealers, in company 
with the Motor and Equipment Whole- 
salers’ Association, the National Auto- 
mobile Dealers’ Association, and the 
National Association of Petroleum Re- 
tailers, has attempted to stabilize com- 
petitive practices.*® Although the lack of 
cooperation from large retailing organi- 
zations has blocked most efforts in this 
direction, the mere recurrence of these 
attempts at alliance indicates an increas- 
ing awareness of mutual dependence on 
the part of most units operating in the 
tire market, together with a common de- 
sire to act accordingly. 

(3) The temporary cessation of price 
conflict in one market, at least, can be 
inferred from a pending anti-trust case.*” 
Whether the unanimity of action which 
was apparent with respect to tire sales 
to government accounts carried over to 
other markets or not is not subject to 
proof, but it is difficult to believe that 
this price agreement was either unique or 
coincidental. 

Thus, although it is clear that active 
alliances to restrict competition in the 


8 Cf. “Fair Tire Rules,” Business Week, June 13, 
1936, p. 12, “Cut Tire Output To Save Prices,” Busine 
Week, June 26, 1937, p. 22, “Price Fixing on Tires’, 
Business Week, April 16, 1938, pp. 16-17, New York 
Times, April 20, 1940, p. 20. 

57 U. S. vs. Cooper Corporation et al.,U.S.D.C.S.D.N.Y. 
Civil 2-396. The complaint charges a conspiracy to 
restrain trade in tire sales to the government, citing 4s 
evidence the fact that eighteen leading tire companies 
submitted four sets of bids between 1936 and 1938 which 
were identical to the penny on each of more than eighty 
different sizes of tires. Cf. Statement of Grounds for Ac- 
tion, February 20, 1939, U. S. Department of Justice, 
Division for Enforcement of Anti-trust Laws (Washing- 
ton, D. C.: Government Printing Office, 1939). 
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tire industry at most have been tempo- 
rary or partial, so that the plane of com- 
petition has by no means been perfectly 
stable, there is reason to believe that 
some units are less aggressive than for- 
merly, that competition has become less 
intense in some markets, and that cer- 
tain competitive tactics are employed 
less actively than in the early 1930’s. 
Whether the most recent revival of 
conflict will become increasingly severe, 
until it degenerates into the chaos that 
earlier characterized the industry, or 
whether it merely represents a tempo- 
rary outbreak of market hostilities which 
is of secondary importance to the indus- 


try, is a matter that, of course, remains 
to be seen. 

In view of the evidence cited earlier 
which indicates that the environmental 
factors (declining demand, excess capac- 
ity, falling materials’ prices, and inven- 
tory losses, and the invasion of the 
market by new types of distributors) can 
no longer be blamed for the intensity of 
market conflict, it would appear that 
the future of competition in tires will 
depend primarily on the degree to which 
the diverse business units involved in 
the industry compromise their differ- 
ences, recognize their mutual depend- 
ence, and act accordingly. 











ADVERTISING AND THE BUSINESS CYCLE 
LOUIS C. WAGNER 


University of Manitoba 


Eprror’s Note: Jn the article which follows Mr. Wag- 
ner attacks one of the most difficult and controversial prob- 
lems of marketing. Although his analysis is handicapped 
by important weaknesses in the available data and par- 
ticularly in statistics on the volume of advertising, the con- 
clusions he reaches will be of interest to many workers in 
this field. 


I. INTRODUCTION 


N THIS study of advertising and the 
Dies cycle the writer desires to 
bring earlier studies on the same subject 
up-to-date and to extend the research to 
new spheres.! Earlier studies have been 
seriously limited by the scarcity of data 
available; and although suitable data are 
still not very readily attainable, the 
quality of the data, especially in the last 
decade, has improved markedly. 

The writer intends to make compari- 
sons of advertising volume and various 
general business indicators to show the 
degree of association present, of changes 
in advertising and sales in specific fields, 
and of the relationship of advertising 
expenditures, sales, and profits of indi- 
vidual companies. 

The writer in making a comparison of 
advertising and the business cycle, will 
attempt to compare changes in advertis- 
ing volume with changes in comparable 
indices of business conditions. As a meas- 


1 See: Berridge, W. A., Purchasing Power of the Con- 
sumer, A. W. Shaw & Co., New York, 1925. 

Crum, W. E., Advertising Fluctuations, A. W. Shaw & 
Co., New York, 1927. 

Rice, D. N., Advertising Fluctuations in Relation to 
the Business Cycle, thesis, University of Minnesota, 
1933). 

Vaile, R. S., Economics of Advertising, The Ronald 
Co., New York, 1927. 

Vaile, R. S., “The Use of Advertising During Depres- 
sions,” Harvard Business Review, April 1927. 

Vaile, R. S., “The Effect of Advertising on a Depres- 


sion,” Printers’ Ink, January 1, 1931. 
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ure of change in advertising, the Print- 
ers’ Ink index of advertising, a com- 
posite index of fluctuations in magazine, 
newspaper, radio, farm paper, and out- 
door advertising is used. It was found to 
be the best measure of advertising avail- 
able from the standpoint both of ade- 
quacy and accuracy. 

The Printers’ Ink general index of ad- 
vertising is a geometric average of the 
relatives of the five separate media in- 
dices listed. Each component series is 
weighted according to the average esti- 
mated value of advertising in each of the 
five classes of media during the five years 
1928-1932, the base period for each of 
the separate indices.” Since each series is 
corrected for seasonal variation, it is 
unnecessary to introduce a further cor- 
rection in the general index for the sea- 
sonal change. 

It has been necessary to use a new 
index for seasonal variation since July, 
1935. Evidence of a changing seasonal 
variation beginning in the winter of 
1935-1936 was shown by an examination 
of the Printers’ Ink index. The Decem- 
ber index numbers rose abnormally and 
the January index numbers fell very low. 
Mr. Weld, the statistician responsible 
for the Printers’ Ink index, attributes 
the change in the seasonal pattern to 
two probable causes: (1) The increase in 
federal corporation taxes during this 
period tended to cause advertisers to in- 
crease advertising appropriations at the 
end of the year rather than pay high in- 
come taxes on their yearly earnings. (2) 
Advertisers have tended to delay com- 
mitments for the new year until Febru- 

2 Weld, L. D. H., “General Index,” Printers’ Ink, 
Feb. 14, 1935, P. 53: 
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ary or March during poor or uncertain 
years. 

The original index without a correc- 
tion for the new seasonal pattern became 
erratic in December, January, and Feb- 
ruary, so that the cyclical pattern be- 


tion. A new seasonal index was computed 
from this data by Person’s link-relative 
method, and the uncorrected index num- 
bers were adjusted. The revised index is 
given in Table 1. This index of advertis- 
ing is used as a basis for comparing fluc- 


TABLE 1. “Printers’ INK” INDEx oF GENERAL ADVERTISING 





1928-1932: 100 (Adjusted for seasonal variation.) 

















1922 1923 1924 | 10925 1926 1927, | 1928 | 1929 | 1930 
Jan. 93-3 104.5 108.9 109.3 27.7 1 224.8 113.2 121.7 | 112.0 
Feb. 90.6 104.1 110.0 | 109.4 116.4 | 118.0 112.7 120.6 | 109.9 
Mar. 92.7 107.6 108.0 109.0 117.6 115.8 114.6 122.0 | 107.4 
Apr. 92.6 107.2 109.6 | 109.1 116.4 116.8 112.5 119.2 109.7 
May 9510 110.0 108 108.4 116.3 514.7 113.3 124.3 | 109.8 
June 100.2 | 108.5 106.2 108.4 117.9 115.4 114.5 119.9 105.3 
July 99.8 | 108.7 103.9 | 110.3 118.7 113.6 114.1 121.5 | 105.0 
Aug. 100.2 | 106.1 100.2 111.6 120.6 115.7 117.9 123.3 101.0 
Sept. 97.5 103.0 | 107.6 114.1 ™20.1 117.6 113.3 121.8 104.0 
Oct. 99.1 107.3 | 107.3 117.9 120.5 115.6 114.8 122.1 102.2 
Nov. 101.6 107.9 | 105.3 118.1 118.1 11$.5 117.7 | 119.0 96.0 
Dec. 104.0 107.3 | 108.4 118.7 116.2 I1$.9 ea7.4 | 383.9 96.6 
1931 1932 | 1933 | 1934 1935 | 1936 1937, | 1938 | 1939 
Jan. 97-0 | $2.6 | 62.9 68.5 76.9 87.0 92.5 85.2 | 81.5 
Feb. 97.1 80.3 | 60.3 | 69.3 75.7 82.5 95.8 84.8 | 83.0 
Mar. 97:3 | 7.32 54-4 | 73-9 78.7 | 85.5 95.3 84.7 | 85.3 
Apr. 95.4 53 oy ae $9.5 7.5. | 80.1 | 87.4 96.5 | 82.3 82.1 
May 94.7 "4.9 62.0 79.1 | 81.6 | 88.9 | 94.2 80.3 84.6 
June 94.2 74.0 | 67.2 | 79.9 | 78.2 88.1 | 96.3 77. | 83.32 
July 95.2 69.0 | 65.7 74.6 | 78.8 | 89.8 94.2 77.0 
Aug. | 90.6 68.1 72.0 7% | 78.5 | 87.0 94-7 | 79.0 
Sept. | 87.3 68.0 | 69.0 | 73.0 76.0 gO.0 93-5 80.9 
Oct. 85.4 64.5 68.1 74.4 79.5 94-7 94.2 79.6 
Nov. 84.0 66.0 69.3 75.2 81.8 94.2 gI.0 83.0 
Dec. 84.3 63.6 69.3 75.8 79.9 93.0 89.5 82.5 








Source: Survey of Current Business, July 1935 and subsequent issues. 
Revised by writer since July 1935 by adjustment for new seasonal variation 


came obscured. Consequently, the writer 
has computed a new seasonal index for 
the period since July 1935. 

Since the weights by which the original 
indices were combined could not be ob- 
tained, the general index was corrected 
for the new seasonal variation. The old 
seasonal index of general advertising was 
multiplied back onto the index, leaving 
an index, uncorrected for seasonal varia- 





tuations in advertising with fluctuations 
in other business indices. 

Since the cyclical movements are so 
important, they tend to obscure any 
secular trend that may have existed. 
Moreover, the period covered is too short 
to permit a satisfactory interpretation 
of trend. Consequently, no attempt was 
made to correct for trend in the various 
series. 
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II. ComMpaRIsSON OF ADVERTISING AND 
INDUSTRIAL PRODUCTION 

The first comparison made is that of 

advertising and the Federal Reserve 

Board’s Index of Industrial Production.’ 


in the later part of 1927 was barely evi- 
dent in the advertising index. In 1923 
and especially in 1929, production 
reached greater heights than did adver- 
tising. During the greater part of the 





ADVERTISING INDEX AND FEDERAL RESERVE 
INDEX OF INDUSTRIAL PRODUCTION -1923-/1937 
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The original production index has the 
1923 to 1925 monthly average equal to 
100. In order to make this index com- 
parable with the index of general adver- 
tising, the base of the production index 
was changed to 1928-1932. 

From a comparison of advertising with 
industrial production it is evident that 
advertising activity has fluctuated less 
than industrial production, especially 
since 1933. (See Chart I.) In 1924 produc- 
tion dropped more severely than adver- 
tising. The fall in production experienced 


* Survey of Current Business, Supplement 1932. 


downswing of the great depression, ad- 
vertising activity stayed above produc- 
tion, only to succumb during the few 
months culminating in the banking crisis 
of 1933. Since 1933, the increased fluc- 
tuations in industrial production have 
become much more violent. From April 
to August, 1933, industry made a very 
spectacular spurt, due to the efforts of 
certain industries to take advantage of 
lower costs before the N.R.A. codes 


went into effect. Since 1933, advertising 
volume has remained almost consistently 
lower than industrial production. With 
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the exception of the first part of 1938, 
when industrial production took a tre- 
mendous drop, industrial activity has 
been far above advertising. 

The fact that expenditures on adver- 
tising did not increase as much as indus- 
trial production, may be due in part to 
more effective advertising in the ’thir- 
ties through wiser choice of media and 
better psychological appeals to the con- 
sumer. The violent fluctuations in 
industry, however, probably must be 
attributed to artificial stimulants, mone- 
tary manipulation, threatened drastic 
governmental regulation, and the general 
uncertainty that have resulted in recur- 
ring waves of confidence and discourage- 
ment, rather than to advertising. This 
has not been present to as great a degree 
in the flow of goods to the consumer. 

A further examination of the two in- 
dices seems to indicate that changes in 
advertising volume lag behind changes 
in industrial activity. This lag seems to 
be present in the timing of recoveries as 
well as in the timing of downturns. Ad- 
vertising lagged behind the pick-up of 
1924, 1927, 1932, and 1938. Lag behind 
production was especially noticeable in 
1932. July, 1932, was the low point in 
business index activity; but advertising 
went down steadily until March 1933. 
Downturns in advertising volume lag 
somewhat behind those of production. 
Advertising started downward later than 
business in the recessions beginning in 
1924, 1929, and 1937, as Table 2 indi- 
cates. 

The graphic comparison of advertising 
and production, although the period of 
time covered in this comparison does not 
permit any definitive conclusions to be 
validly drawn, seems to indicate that 
minor depressions in the volume of in- 
dustrial production were not accom- 
panied by as severe fluctuations in ad- 
vertising. The declines of 1924 and 1927 





Lag of 
Advertising 
in Months 


Advertising 





Timing of Recoveries 


July 1924 August 1924 —I 
November 1927 = April 1928 —5 
July 1932 March 1933 —8 
May 1938 July 1938 —2 


Timing of Downturns 
February 1924 
October 1926 
June 1929 
August 1937 


April 1924 —2 
October 1926 

October 1929 —3 
September 1937 —!I 


in advertising were very slight. In fact, 
in 1927 advertising remained on an even 
plane. However, the severe depression of 
the early ’thirties had a tremendous re- 
action on advertising. 


If. 


A ComPARISON OF CONSUMERS’ 
Goops PRODUCTION AND 
GENERAL ADVERTISING 


A comparison of the fluctuations in 
consumers’ goods production‘ and gen- 
eral advertising reveals the following 
interesting things: (1) As a whole, fluc- 
tuations in consumers’ goods production 
have not been much more violent than 
fluctuations in advertising. The con- 
sumers’ goods index, not being so heav- 
ily weighted by durable non-consumers’ 
goods, does not fluctuate as violently as 
the general production index. The de- 
clines of 1924 and 1927 are barely notice- 
able in the consumers’ goods index. (2) 
The production index did not fall as 
much as the advertising index in the 
great depression. While both indices 
reached the same height in 1929, the 
index of consumers’ goods production 
dropped to only 74.4 in March 1933, 
while that of advertising fell to 54.4. (3) 

4 Leong, Y. S., “Index of Production of Consumers’ 


Goods,” Fournal of American Statistical Association, 
June 1935. 
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Although the production index has been 
computed only through 1934, it is evi- 
dent that advertising has not expe- 
rienced the revival since the depression 











TABLE 3 
Consumers’ Lag of 
Goods Advertising Advertising 
Production in Months 
Timing of Recoveries 
August 1924 August 1924 fo) 
October 1927 April 1928 —6 
March 1933 March 1933 ° 
Timing of Downturns 
April 1924 April 1924 ° 


October 1926 
October 1929 


September 1926 
August 1929 





experienced by consumers’ goods produc- 
tion. (4) It also appears that important 
changes in advertising lag behind 
changes in consumers’ goods production. 
(See Table 3.) The lag, however, is less 


than with the Federal Reserve Index of 
Industrial Production. 


IV. CoMpPARISON OF ADVERTISING AND 
Facrory EMPLOYMENT 


A similar comparison of the index of 
advertising and the Federal Reserve 
Index of Factory Employment indicates 
that fluctuations in employment are not 
more violent than fluctuations in adver- 
tising. With the exception of the rather 
impressive rise of 1923, factory employ- 
ment remained steadier than advertis- 
ing during the ’twenties. Employment 
and advertising fell together until July, 
1932, when they parted company. Ad- 
vertising continued its precipitous drop 
until March 1933, while employment ex- 
perienced a partial recovery. It is to be 
expected that employment will not fall 
so drastically as many other indices dur- 
ing a depression and certainly relatively 
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less than payrolls. There is a tendency 
to employ workers part-time and to re- 
tain certain overhead and _ specially 
trained employees even during depres- 
sions. Employment has recovered much 
more than advertising since 1932 and 
1933. In fact, the employment index 
climbed above ‘the 1929 level as long ago 
as 1937. 

The timing of the important changes 
in advertising and factory employment 
also indicates a lag by advertising. Al- 
though the exact timing of the changes 
in factory employment is rather indis- 
tinct during the "twenties, since 1929 the 


lag is evident. (See Table 4 and Chart 
IT.) 








TABLE 4 
: Lag of 
Factory = al 
pm Advertising Advertising 
A ov . 
ple. in Months 
Timing of Recoveries 
July 1924 August 1924 —I 
January 1928 April 1928 —3 
July 1932 March 1933 —9 
June 1938 July 1938 —I 


Timing of Downturns 


February 1924 April 1924 —2 
October 1926 October 1926 —o 
August 1929 October 1929 —2 
one 1937 September 1937 —3 





V. CoMPARISON OF ADVERTISING 
AND INCOME 


As a basis for comparison between ad- 
vertising and income, the writer used 
the Index of Income Payments com- 
puted by the Bureau of Foreign and 
Domestic Commerce.® In order to permit 
direct comparison with the index of in- 
come payments, the base period of the 
advertising index has been changed to 
1929. 

Although the period covered is rela- 


* Survey of Current Business, October 1939. 


tively short, some observations can be 
made. Both indices dropped very much 
from 1929 to 1933; but the fall in income 
payments flattened out in 1932. The re- 
covery of income payments has been 
greater than that of advertising since 
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1933. It is also interesting to note that 
the decline in income payments was less 
in the recession of 1938 than the decline 
in advertising; government relief and 
Social Security Benefits may have aided 
in preventing a greater fall in this short 
decline. 

The period covered is almost too short 
in which to draw any generalizations 
concerning the timing of important 
changes in the volume of income pay- 
ments and the volume of advertising. 
However, on the basis of the three turn- 
ing points covered, recovery in 1933, 
downturn in 1937, and recovery in 1938, 
changes in advertising seem to lag be- 
hind changes in income payments. (See 


Chart III.) 
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VI. CompaRISON OF ADVERTISING 
AND CORPORATION PROFITS 


It is also interesting to observe the 
corresponding variations in corporation 
profits and advertising. The index used 
is that of industrial corporation earnings 
computed by Standard Statistics Cor- 
poration. It is based on the aggregate 


mately four times as great as the fluctua- 
tions in advertising, the scales on the 
graph (Chart IV) have been set up as 
four is to one in order to facilitate visual 
comparison. 

A comparison of the timing of the im- 
portant changes in volume of the two 
indices reveals that both indices experi- 
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quarterly net income after deduction of 
fixed charges (i.e. the amount available 
for payment on the companies’ pre- 
ferred and common stock). In order to 
make the advertising index comparable, 
the monthly advertising index figures 
were converted to a quarterly basis. The 
three monthly index numbers for each 
quarter were averaged to put the index 
on a quarterly basis. Since the fluctua- 
tions in corporation profits are approxi- 


ence recoveries and downturns about the 
same time. If any lag exists, advertising 
follows behind corporation earnings as 
shown by Table 5. 

In general, the comparison between 
corporation earnings and advertising in- 
dicates that both tend to rise and to fall 
together although monthly data might 
show important lags. It seems probable 
that the amount of advertising under- 
taken by industrial corporations is gov- 
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erned very largely by the size of profits 
rather than by the need for continuous 
advertising during a depression. Adver- 
tisers seem to spend more when profits 
are high and to retrench when profits 
are low. It does seem likely that, even if 
corporations decided that continuous 
advertising during depressions was ad- 
visable, tremendous drops in_ profits 
would tend to make such a policy impos- 
sible for the majority in a severe depres- 
sion such as that experienced in 1931 to 


TABLE § 


Timing: Adver- 
tising Compared 
to Corp. Earnings 


Corporation 
Earnings 


Advertising 





Timing of Recoveries 
September 1924 
December 1927 


September 1924 ° 
June 1928 —2 quarters 


March 1933 March 1933 ° 

June 1938 September 1938 —1 quarter 
Timing of Downturns 

December 1926 September 1926 —1 quarter 

September 1929 September 1929 ° 


December 1936 June 1937 —2 quarters 





1935. Low earnings or deficits would be 
likely to force a retrenchment in adver- 
tising by most corporations. 


VII. CompaRISON OF ADVERTISING AND 
SALES IN PARTICULAR FIELDS 


It is also useful to compare advertising 
volume and sales in particular fields. 
The only fields for which sufficient fig- 
ures on volume of sales and advertising 
were available are: department stores, 
automobiles, and cigarettes. In these 
fields complete figures on advertising 
volume were not available, but they were 
of sufficient reliability to make compari- 
sons between advertising and _ sales 
justifiable. 

As an indicator of Department store 
sales, the Federal Reserve Index of De- 
partment Store Sales was used, adjusted 


to a base of 1928-1932. The writer com- 
puted an index of department store ad- 
vertising from figures compiled by Media 
Records.* The data have been adjusted 
for seasonal variation by Person’s link- 
relative method. In order to permit com- 
parison with the department store sales 
index, a base of 1928-1932 was used. 
Examination of Chart V_ indicates 
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that the cyclical movements in depart- 
ment store advertising have been con- 
siderably less pronounced than the 
fluctuations in department store sales. 
Yearly average index numbers reveal 
that from 1929 to 1933, sales figures 
dropped 46.1 per cent, while advertising 
figures were down 25.7 per cent. On the 
other hand during the recovery period 
from 1933 to 1937, sales were up 27.3 per 
cent while advertising rose 20 per cent. 
It appears that department store adver- 


TABLE 6. AVERAGE YEARLY INDEX NUMBERS OF 
DEPARTMENT STORE SALES AND DEPARTMENT 
Store ADVERTISING 








Year Sales Advertising 
1929 114.5 105.8 
1933 68.4 80.1 
1937 95.7 101.1 








6 Media Records, summary of lineage in §2 cities. 
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tising volume stayed considerably above 
sales volume during the great depression. 

In order to indicate whether or not a 
lag exists between the sales index and the 
advertising index, correlations were run. 
First, a direct correlation was run be- 
tween the two indices. Then, a correla- 
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tion was run with advertising lagged one 
month; for example, January advertising 
was correlated with February sales. Cor- 
relations were also run with advertising 
ahead one month; for example, Decem- 
ber sales were correlated with January 

advertising. The results are shown in 


the ‘i A ‘able 7- 


TABLE 7. CORRELATIONS—DEPARTMENT STORE SALES 
AND DEPARTMENT STORE ADVERTISING 


r 

.67565 advertising ahead 1 month 
72836 advertising same month as sales 
.66507 advertising lagged 1 month 


The highest correlation was present 


when a direct correlation was made be- 
tween sales and advertising. Since a 
great deal of department store advertis- 
ing would be effective as a sales stimu- 
lant for only a few days at the most, this 
is to be expected. 

For the purpose of comparing sales 
and advertising in the automobile field, 
the index of new passenger automobile 
sales prepared by the Bureau of Foreign 
and Domestic Commerce, is used. The 
automobile advertising index is based 
upon the expenditures in magazines and 
radio for automobiles and automobile 
accessories.’ As no dollar expenditures 
in newspapers are available, the appro- 
priations of automobile advertisers in 
newspapers could not be included. Be- 
cause of a change in the time of appear- 
ance of new models in the fall of 1935 
two adjustments for seasonal variation 
were made; one seasonal index was used 
before July 1935 and another seasonal 
index was used after that date. Both in- 
dices have 1936 as a base. 

Bearing in mind that the advertising 
index does not represent total advertis- 
ing but is merely indicative of changes in 
the total, a comparison of both indices 
shows that they tended to move to- 
gether. The sales index did reach greater 
heights during the last part of 1936 and 
the early part of 1937 and fell further 
than advertising in 1938. (See Chart 
VI.) 

Correlations run to determine the tim- 
ing of fluctuation in advertising and in 
sales, indicate that changes in advertis- 
ing volume preceded changes in sales. 
With advertising lagged two months; for 
example, January advertising associated 
with March sales, the highest correlation 
was present. The correlation run with 
advertising lagged three months was 
higher than the direct correlation of ad- 


7 As given by Publishers’ Information Bureau, see 
Survey of Current Business, 1936 Supplement. 
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vertising and sales. The correlations are 
shown in Table 8. 


TABLE 8. CORRELATIONS: AUTOMOBILE SALES AND 
AUTOMOBILE ADVERTISING 


r 

9389 advertising ahead 1 month 
.81197 advertising same month as sales 
.84501 advertising lagged 1 month 
85659 advertising lagged 2 months 
84382 advertising lagged 3 months 


In the comparison of cigarette sales 
and cigarette advertising, the index of 
cigarette sales was computed from fig- 
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ures compiled by the United States 
Treasury Department, Bureau of In- 
ternal Revenue, representing tax-paid 
withdrawals for domestic consumption 
as indicated by the sale of stamps. 

The index of advertising of smoking 
materials is based upon the expenditures 
in magazines and radio for smoking ma- 
terials as compiled by the Publishers’ 
Information Bureau. Both indices were 





prepared by the same method as the 
automobile sales and advertising indices. 

A comparison of the fluctuations in the 
two indices indicated that since 1937 a 
great deal more money has been spent 
on cigarette advertising with little or 
almost no effect on cigarette sales. From 
1932 through 1936, both indices re- 
mained at the same approximate height; 
but beginning in 1937, the advertising 
index rose and stayed higher than the 
sales index. (See Chart VII.) This in- 
crease in advertising expenditures with- 
out a corresponding increase in sales 
may have resulted from two factors: (1) 
It may be that expenditures for cigarette 
advertisements have been poorly made 
and associated with a campaign of com- 
petitive increases in expenditures not 
resulting in an increase in total cigarette 
sales for the entire field. (2) Another 
factor to be considered is that of market 
saturation. It is possible that the cam- 
paign to enlist women smokers has 
reached the saturation point and ciga- 
rette advertisers can do little to increase 
the total sales in the field by increased 
advertising expenditures. Although the 
advertising index and the sales index 
showed a correlation of .80726 for the 
period of May 1932 to June 1939, the 
indices showed a correlation of only 
.25943 from January 1937 to June 1939. 
As the direct correlation between ad- 
vertising and sales was the highest run, 
as Table 9 shows, it appears that no lag 
between changes in advertising and sales 
exists in this field. 


TABLE g. CORRELATION: CIGARETTE ADVERTISING 
AND CIGARETTE SALES 


r 

. 51080 advertising ahead 3 months 
.76908 advertising ahead 2 months 
.79248 advertising ahead 1 month 

. 80726 advertising and sales same month 
.79287 advertising lagged 1 month 
.79663 advertising lagged 2 months 
.78650 advertising lagged 3 months 
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After dealing with advertising fluc- 
tuations, in general, and in particular 
fields, we turn to the policies of indi- 
vidual firms. It is of interest to see if 
individual firms by their advertising 
policies can gain sales from their com- 
petitors and increase their profits as 
well, especially during a depression. 

In order to show the effect advertising 
had on a firm’s position, figures on sales 
and net operating profits were obtained 
from Moody’s. Complete advertising 
figures in magazines, newspapers, and 
radio, as well as sales and profits for the 
years 1933-1939, were found available 
for only 22 large advertisers. 

In order to indicate the effects changes 
in advertising expenditures may have 
had, sales, profits, and advertising, 
figures for each company were reduced 
to relatives each year. Because 1935 was 
an average year during the period cov- 
ered, it was chosen as the base year for 
the period and made equal to Ioo. 

During the six-year period studied, 
1933 to 1938, it is clear that the majority 
of companies consistently increased their 
advertising appropriations through 1937 
and, with the exception of eight com- 
panies, decreased their appropriations 
markedly in 1938. With minor excep- 
tions, sales and profits followed the same 
pattern during the period studied. It 
seems, therefore, that the majority of 
companies during this period increased 
their expenditures when sales were easy 
to get and curtailed their expenditures 
when general sales fell. 

It is of interest to note the effects of 
varying advertising policies on sales and 
profits during the upswing of the busi- 
ness cycle. Comparing 1936 advertising 
figures with those of 1935, seven com- 
panies decreased advertising while the 
other fifteen companies increased adver- 
tising. When the aggregate figures of the 
companies are reduced to relatives for 





the two years, it is evident that the com- 
panies decreasing advertising | in 1936 had 
slightly smaller increases in sales and 
profits than those firms increasing ad- 
vertising. (See Table Io.) 


TABLE 10 





7 O35 193 6 





Firms Increasing Advertising (15 companies) 


Advertising 100 126 
Sales 100 119 
Profits 100 138 


Firms Decreasing Advertising (7 companies) 


Advertising 100 93 
Sales 100 109 
Profits 100 127 





It is also useful to contrast the effect 
of increasing and decreasing advertising 
during a year of decreasing general ac- 
tivity. In 1938, eight of the firms studied 
increased advertising, while the other 
fourteen curtailed advertising. An ex- 
amination of Table 11 reveals _ firms 
increasing advertising during 1938 fared 
slightly better than firms curtailing ad- 
vertising; their sales fell but 8 per cent 
while sales of firms decreasing advertis- 
ing fell 23 per cent. In the matter of 
profits, however, the difference was al- 
most negligible; the profits of those in- 
creasing advertising fell 41 per cent, 
while the profits of those decreasing ad- 
vertising fell 44 per cent. In other words, 
profits fell regardless of the advertising 


TABLE II 








1937 1938 





Firms Increasing Advertising (8 companies) 


Advertising 100 112 
Sales 100 92 
Profits 100 59 


Firms Decreasing Advertising (14 companies) 


Advertising 100 69 
Sales 100 77 
Profits 100 56 
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policy pursued. In interpreting a com- 
parison of advertising policies with sales 
and profits, one must bear in mind the 
fact that advertising is only one of the 
variables that may affect sales and prof- 
its of individual companies. Also, it 
must be noted that mere dollar expendi- 
tures on advertising do not always meas- 
ure relative effectiveness. 


VIII. Conc.Lusion 


In general conclusion, during the 
thirties it appears that it was a wise 
policy from the short-time point of view 


for most companies to follow the busi- 
ness cycle in determining their advertis- 
ing appropriation, increasing their efforts 
when sales were easy to obtain and de- 
creasing their efforts when sales were 
difficult to obtain. The long-range point 
of view, although not covered in this 
study, may not have upheld the wisdom 
of this policy from the firm’s standpoint 
and especially from the viewpoint of 
society as a whole. The effects of increas- 
ing sales efforts in good times may have 
had the undesirable effect of stimulating 
the over-extension of the capital struc- 
ture of industry during prosperity. 


MORMON MERCANTILE COOPERATION IN UTAH 


ARDEN B. OLSEN 
Arizona State Teachers College 


Epiror’s Norte: Professor Olsen adds, in the following 
article, a chapter of unusual interest to the still fragmentary 
history of marketing. 


I 


N THE Westward movement and settle- 

ment of the United States the coloni- 
zation of Utah by the Latter-day Saints, 
better known as the “Mormons,” is in 
many respects unparalleled in history. 
This account is devoted to one phase of 
the accomplishment of this body of 
pioneers, namely their work in mercan- 
tile cooperation. 

The Church of Jesus Christ of Latter- 
day Saints was organized on April 6, 
1830 by Joseph Smith. From its very 
inception it was an unpopular religion. 
Persecution followed these people from 
place to place and reached its peak when 
Joseph Smith was shot by a mob at 
Carthage, Illinois on June 27, 1844. Fol- 
lowing his death Brigham Young was 
selected as the new leader of the Mormon 
people. Early in 1847 with a small, select 
group of sturdy pioneers Brigham Young 
began his westward trek across the plains 
to find a haven of rest. They reached the 
Salt Lake Valley on July 24, 1847 and 
began the settlement of the Utah terri- 
tory. 

While this religious sect had left the 
eastern states in order to gain freedom 
to worship God as they desired and to be 
isolated from the rest of the world, they 
were not long permitted to do so. The 
discovery of gold in California and the 
gold rush brought new contacts with the 
regions from which the Mormons had 
recently been driven. Many of the gold 
seekers, upon learning that the hardest 
part of their journey was ahead, stopped 
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in Salt Lake City. General Johnson with 
his six thousand soldiers, sent out by 
President James Buchanan, reached 
Utah in 1858. Along with these regulars 
came the usual hangers-on, eager to 
glean what profits they could. The 
soldiers were recalled in 1861 but many 
civilians remained in the Mormon strong- 
hold. In October, 1862, Fort Douglas, a 
United States Army post, was estab- 
lished just east of Salt Lake City. Thus 
the Mormons were faced with the “‘out- 
siders” almost from the beginning. 

Brigham Young was more interested 
in farming and home manufacturing 
than he was in retailing and so advised 
his people to stay out of the marketing 
field. Consequently, the non-Mormons 
obtained control of the retail trade in 
Utah. Prices of commodities were high, 
and profits were unusually great. 

A feeling of antagonism arose between 
the two groups and at times waxed very 
bitter. The non-Mormons objected to 
the “one-man power” of Brigham Young 
and they likewise objected to some of the 
religious teachings of the Mormon 
Church. The Mormons, on the other 
hand, felt that they had made Utah pos- 
sible through their efforts and sacrifices 
and that they were more entitled to the 
benefits of their labors than the non- 
Mormons, who had not suffered the 
hardships and privations of the first 
years. 


II 


At the semiannual conference of the 
Church in October 1865, Brigham Young 
for the first time urged the Mormons to 
enter into trade and to establish them- 
selves in the business of merchandising: 
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He also advised his people to boycott all 
non-Mormon firms which were not work- 
ing for the best interests of the Terri- 
tory.1 Many of the outsiders saw that 
such a policy might be made all-inclu- 
sive and, in order to protect themselves, 
offered to sell out to the Mormons and 
leave the Territory. Twenty-three Salt 
Lake City firms, therefore, on December 
20, 1866, dispatched a letter to Brigham 
Young stating the terms upon which 
they were ready to act. These terms were 
that the Church should guarantee the 
outstanding debts of its members and 
should also purchase for cash, less 25 
per cent discount, all goods, real estate, 
houses, etc. held by these firms.? Brig- 
ham Young promptly gave his answer, in 
which he made it clear that he was not 
requesting the Mormons to boycott all 
firms operated by outsiders but to boy- 
cott only those that were working for the 
downfall of the Church. Others were 
welcome to stay if they so desired.’ 

However, conditions did not improve. 
In October, 1868, the Mormons in their 
semiannual conference voted unani- 
mously to boycott all non-Mormon 
firms. A successful boycott could be 
achieved only if the Mormons were able 
to supply their own particular needs. At 
that time there was not a sufficient num- 
ber of Mormon concerns to handle the 
trade; but, according to Brigham Young, 
this could be provided for through a co- 
operative system. 

A small number of cooperative stores 
had been organized in Utah prior to this 
time. The first store of this type was the 
Brigham City Mercantile and Manufac- 
turing Association, established in 1864 
under the leadership of Lorenzo Snow. 


‘Brigham Young, Yournal of Discourses, Vol. XI, p- 
139-140. 

* The Daily Union Vedette, December 22, 1866. 

* Salt Lake Telegraph, December 22, 1866. 

* The Deseret Weekly News, November 11, 1868. 


In 1867 Spanish Fork had started a co- 
operative store, and the city of Lehi fol- 
lowed early in 1868. Although these 
stores were isolated cases, they played a 
minor part in the establishment of the 
cooperative system. The real impetus 
came through the direction of the Church 
leaders and the Mormon press. Follow- 
ing the momentous October, 1868, con- 
ference the newspapers gave their full 
support to the idea of forming coopera- 
tive stores. Reviews of the Rochdale 
system were printed, and editorial after 
editorial appeared favoring the adoption 
of such a plan in the Utah settlements.° 
In addition, through the medium of 
meetings which were held throughout 
the Territory, the plan was presented to 
the entire body of Mormon people within 
a period of less than a week.® 

The Salt Lake City merchants were 
requested to meet on October 15, 1868, 
to consider the possibility of organizing 
a wholesale cooperative. At this meeting 
the plan was presented and was ap- 
proved by those present. At a similar 
session held on the next day, the plan 
was definitely acted upon, and those 
present subscribed to over $50,000 worth 
of stock.’ 

Ata meeting of the Board of Directors 
on October 24, 1868, the committee 
which was chosen to draft a constitution 
and by-laws for the proposed Zion’s 
Cooperative Mercantile Institution sub- 
mitted its report, and the document was 
approved and adopted.* The constitution 
was unique in several respects. There 
was no law in the Territory under which 
the cooperative could incorporate, so 


5 See The Deseret Evening News, October 7, 13, 15, and 
16, 1868; The Deseret Weekly News, October 7, 14, and 
21, 1868; The Salt Lake Daily Telegraph, October 13, 15, 
16, 17, 19, 1868. 

6 The Deseret Evening News, October 10, 1868. 

1 [bid., October 16, 1868. 

8 Zion’s Cooperative Mercantile Institution, First 


Record Book, Minute Book A, p. 16. 
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Zion’s Cooperative Mercantile Institu- 
tion was given “perpetual succession.” 
This was changed to a definite period of 
25 years in 1870 when the Utah Legisla- 
ture passed an act which permitted the 
firm to incorporate according to law. 
Section 20, provided that “‘no person or 
persons shall be eligible for membership, 
except they be of good moral character 
and have paid their tithing according to 
the rules of the Church of Jesus Christ of 
Latter-day Saints.”’ The capital stock 
was set at $3,000,000 and might be in- 
creased to $5,000,000 if so desired. Sec- 
tion 27 was significant because it limited 
the liabilities of shareholders to actual 
investment despite the absence of incor- 
poration laws in the Territory. 

By the end of October 1868 the plan 
to establish the wholesale cooperative 
was definitely under way. However, the 
boycott was turning trade to the existing 
Mormon merchants, and they were con- 
tent to let matters take their course 
rather than to push the new venture. 
The result was that the plan lagged in 
Salt Lake City and might never have 
been carried further if the people of the 
city of Provo had not become interested 
in the movement. In December, 1868, 
these people approved a cooperative plan 
of merchandising, and on February 8, 
1869, Brigham Young met with the 
shareholders of the proposed coopera- 
tive. He gave them his full support and 
suggested that the Provo store proceed 
at once to establish a wholesale house 
and to deal directly with the eastern 
merchants. He believed that the Salt 
Lake City merchants had dallied too 
long with the plan and they they could 
place the blame on no one but them- 
selves if the Provo Cooperative stepped 
in and established the parent wholesale 
cooperative. 

This was just the impetus needed to 
stir the passive Salt Lake City merchants 








into activity. Opposition vanished al- 
most overnight. Offers to turn over 
stocks of merchandise to the proposed 
wholesale house poured in, and by the 
end of March, 1869, Zion’s Cooperative 
Mercantile Institution had nearly $500,- 
ooo worth of merchandise on its shelves 
or in its warehouse. Zion’s Cooperative 
Mercantile Institution, or the parent 
institution as it was called, opened its 
first wholesale store on March 1, 1869 in 
the Eagle Emporium building. Ten days 
later a second store was opened in the 
old Constitution building, and on April 
21, 1869 a retail store was opened for 
business. This definitely established the 
wholesale cooperative store in Salt Lake 


Cis. 
™ Ill 


The Church counsel likewise had its 
effect upon the people of the various 
Mormon settlements. Cooperative retail 
stores sprang into existence in practically 
every community throughout the Utah 
Territory. The movement, as has been 
mentioned, started in October, 1868, 
and within six months 81 local coopera- 
tive stores had been established in the 
Territory. The plan continued to expand 
for the first decade. In the Utah territory 
146 cooperative retail stores were organ- 
ized in 126 different towns and cities. 
Salt Lake City alone had 17 of these 
local cooperatives. Besides these local 
retail cooperative stores and the parent 
wholesale cooperative in Salt Lake City, 
there were wholesale branch houses in 
Logan, Ogden, and Provo. This made a 
total of 150 cooperative stores in the 
Utah Territory. 

The local cooperative retail stores be- 
gan as true cooperatives, acting upon 
the advice of Brigham Young which was 
expressed as follows: 

When you start your Co-operative store 


in a ward you will find men of capital step- 
ping forward, and one says, “I will put in ten 
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thousand dollars,” another says, “I will put 
in five thousand dollars.” But I say to you, 
bishops, do not let these men take five 
thousand dollars or one thousand, but call 
on the brethren and sisters who are poor and 
tell them to put in their five dollars or their 
twenty-five, and let those who have capital 
stand back and give the poor the advantage 
of this quick trading.® 


There was no uniformity throughout 
the Territory as to par value of the stock. 
The usual price was five or ten dollars 
per share. However, in the people’s 
cooperative store at Lehi the price was 
set at forty dollars, which was the high- 
est figure fixed by any local cooperative. 
There was also a lack of uniformity in 
regard to the capital invested in these 
early cooperatives. For example, the 
Salina Cooperative Mercantile Insti- 
tution opened for business with a paid- 
in capital of $150. The usual original 
amount of capital investment was less 
than $1,000. 

In the beginning these local coopera- 
tives allowed only one share of stock 
per individual and one vote per person. 
Dividends were paid on purchases and 
interest on money invested. 

The small retail cooperative stores 
were very successful and the dividends 
paid the stockholders were enormous. A 
few illustrations will suffice to show this. 
The Fountain Green Cooperative Mer- 
cantile Institution paid 68 per cent on 
the capital stock in 1870.!° The Gunni- 
son Cooperative paid three dollars per 
quarter on each five-dollar share during 
its first three quarters of business opera- 
tion." The Twentieth Ward Institution 
in Salt Lake City paid a 30 per cent 
dividend for the first year and in the 
same year increased its capital stock by 
22 per cent.” 

® The Deseret Weekly News, June 16, 1869, 

© Tbid., June 17, 1871. 


“ Ibid., April 13, 1870. 
" Ibid., April 13, 1870, 


IV 


The system the Latter-day Saints had 
devised was unique. In fact it had many 
of the advantages of the present day 
chain stores. Although Zion’s Coopera- 
tive Mercantile Institution did not own 
stock in any of these local retail coopera- 
tive stores throughout the Territory, it 
received the business from all of them. 
The people as a whole were following 
the counsel of Brigham Young, which 
prompted their trading only with Mor- 
mon firms. 

However, the decline of the local co- 
operatives began very early. A few suc- 
cessful business men purchased the 
stock from those who had lost interest in 
the system. Soon the majority of the 
stock was owned by a small number of 
people, who at the same time enjoyed 
a monopoly of trade by virtue of the 
support given to the movement by the 
Church. Those who desired to enter the 
field of merchandising as individual pro- 
prietors complained bitterly of the 
monopolistic conditions which had been 
fostered by the Church. John Taylor, 
then president of the Church, saw the 
justice of their complaints. As a result, 
on April 11, 1882, he issued an epistle 
which opened the field of merchandising 
to all Mormons. This action marked the 
end of exclusive support of the local co- 
operative stores by the Church and 
ushered in a new development in Mor- 
mon marketing. The removal of the 
restrictions on the establishment of indi- 
vidually-owned institutions resulted in 
an overexpansion of retail stores through- 
out the Utah Territory. It seemed that 
people had been waiting for just such an 
opportunity, and when it came they 
rushed into the retail business in much 
the same way as a large body of water 
floods the lowlands when a dam is 
broken. 

The local had _ been 


cooperatives 
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granted very liberal credit by the parent 
wholesale institution and had followed 
the same policy in dealing with their 
own customers. This policy had not de- 
veloped the strongest type of manage- 
ment, so that when keen competition 
appeared a large number of the coopera- 
tive stores were forced into bankruptcy. 
Each succeeding depression has taken 
its toll. Today only eight of the original 
retail cooperative stores remain. As far 
as practical purposes are concerned, 
these have lost their cooperative char- 
acteristics. They are merely privately 
owned stores in which a large number of 
shareholders are interested, the con- 
trolling interests being held by a few 
individuals. They still operate under the 
original name but it means nothing to 
the general public. 


V 

While the local cooperative retail 
stores have thus become practically non- 
existent, the parent firm, Zion’s Co- 
operative Mercantile Institution, has 
had an outstanding growth. During the 
first seven months of operation (March 
I, 1869, to September 30, 1869) the total 
sales of the Institution amounted to 
$582,750. On these sales a net profit of 
$39,244.33 was realized. This sum was 
equivalent to 123 per cent profit on the 
total amount of capital stock. During 
the same period $40,000 worth of home- 
produced commodities were sold through 
the efforts of the Institution. 

The business continued to flourish 
during the first few years. The total cash 
dividends for the first four and one-half 
years, or up to September 30, 1873, 
amounted to 78 per cent on the capital 
stock, and stock dividends aggregating 
49 per cent were declared during the same 


13 Zion’s Cooperative Mercantile Institution First 
Record Book, Minute Book A, p. 67. 


period. The capital stock increased from 
$279,520 in September, 1869, to $782,081 
on September 30, 1873, and sales reached 
a peak of about $4,500,000 per year." 

The depression of 1873 placed Zion’s 
Cooperative Mercantile Institution in a 
very unfavorable condition, forcing the 
Institution to borrow over a half million 
dollars. However, by 1875 this debt had 
been taken care of, and the cooperative 
had weathered its first serious depres- 
sion. 

On April 1, 1876, the Institution 
moved to its present location in a new 
building constructed at a cost of $136,- 
544. All departments except drugs, 
wagons and machinery, and produce 
were transferred to the new building. 

The credit standing of the firm was 
very strong. R. G. Dun and Company 
paid the Institution this compliment: 
“At the back of the Institution is of 
course ... the whole body of the Mor- 
mon people, and so long as they have a 
dollar, just so long will support be given 
this concern. As in the past so are they 
today meeting all their engagements 
promptly.” 

The Mormon Church continued to 
support the Institution financially. Dur- 
ing 1872 $100,000 were invested in the 
Institution. In 1876 another $50,000 
worth of stock was purchased. Two years 
later $118,000 was invested, bringing the 
total investment to slightly in excess of 
$270,000. By 1885 stock dividends and 
other small investments gave the Mor- 
mon Church a stock balance of $366,400. 
In this same year the Institution had 
$999,775.24 in capital stock outstanding. 
Thus, the Mormon Church owned 36 per 
cent of the total stock." 

However, in 1885 


Edmunds- 


the 


4 Tbid., Minute Books A & B for years cited. 
* Report of R. G. Dun & Company for April 28, 1885. 
16 Zion’s Cooperative Mercantile Institution Stock 
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Tucker Bill was introduced in the United 
States Congress. This bill directed the 
Attorney-General “to institute and pro- 
secute proceedings to forfeit and escheat 
to the United States the property of the 
corporation of the Church of Jesus 
Christ of Latter-day Saints.” This was 
to include all real estate in excess of 
of $50,000, “provided that no building 
or the grounds appurtenant thereto occu- 
pied exclusively for the worship of God, 
or parsonage connected therewith, or 
burial ground should be forfeited.”’ The 
Church as a corporation was also to be 
dissolved by this act. 

In order to avoid the possible conse- 
quences of this bill the Mormon Church, 
on March 11, 1886, transferred $350,000 
worth of the stock it held in the Institu- 
tion to a syndicate headed by Heber J. 
Grant. The balance of $16,400 was sold 
to private individuals. By June 28, 1886, 
the Church had disposed of its holdings 
in the Institution..7 Thus ended the 
financial backing of Zion’s Cooperative 
Mercantile Institution by the Mormon 
Church. 

In 1895 the capital stock was in- 
creased to $1,250,000, of which $1,079,- 
334 was issued. However, because the 
huge profits of the Institution resulted 
in a large sum being credited to the sur- 
plus account, a 300 per cent stock divi- 
dend was declared in 1917. This stock 
dividend along with other issues, in- 
creased the par value of outstanding 
stock to $5,871,700. For a number of 
years this enlarged capital structure 
proved satisfactory and permitted the 
payment of cash dividends of from 6 to 
8 per cent; but the 1929 depression 
showed that the company was over- 
capitalized at $6,000,000 authorized 
capital stock. Consequently, on Decem- 
ber 27, 1932, this figure was reduced to 


Ibid, 


$3,000,000 by changing the par value 
from $100 to $50 on a share for share 
basis. This decrease placed the value of 
the outstanding stock at $2,935,850. 

Zion’s Cooperative Mercantile In- 
stitution, with its 1,800 stockholders, is 
no longer a Church institution, since 
Mormons and non-Mormons alike are 
interested. In fact, more than 25 per 
cent of the stock is now owned by non- 
Mormons. While the president of the 
Church is at the head of the Institution, 
the Church as an organization does not 
control the business. Of course, it is true 
that the majority of the stock is held by 
Mormons and that many of these follow 
the lead set by the president of the Insti- 
tution. So the Church, indirectly if not 
directly, has considerable influence on 
the business policy of the Institution. 

The Institution was never a true co- 
operative but merely a corporation in 
which all Mormons were encouraged to 
purchase stock. In order to obtain suffi- 
cient capital to carry on the extensive 
business anticipated, those who could 
invest large sums were asked to do so. 

Zion’s Cooperative Mercantile Insti- 
tution has made a financial success of its 
undertaking, and today it is the largest 
merchandising concern in the intermoun- 
tain region. Sales have increased rapidly 
since the inception of the business. Peaks 
were reached in 1920 and 1929, when 
annual sales exceeded $13,000,000. For 
the period of 1869 to 1929 the total sales 
reached the vast sum of more than 
$325,000,000. During the same period 
cash dividends of more than $9,000,000 
were paid, and stock dividends of 
slightly over $3,500,000 were issued to 
the stockholders. 


VI 
The cooperative system as it was put 


into operation by the Mormons served 
the purpose for which it was organized. 
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Without it perhaps the people would not 
have been able to survive and to achieve 
the things that they have accomplished 
and at the same time retain their reli- 
gion. After they had established their 
economic independence they were able 
to withstand outside competition. The 
need for the economic solidarity which 
the cooperatives provided was not so 
important. 

In many ways the Mormon coopera- 
tive system was similar to our present 
day chain store organizations. The chief 
difference was that there was no owner- 
ship connection between the wholesale 
and local retail cooperative. In short, the 
plan was a chain store idea based on the 
cooperative principle in which the Mor- 
mon Church influence furnished the con- 
necting link between the retail and 


wholesale cooperative stores. The system 
worked successfully as long as the need 
for it existed. 

From an economic point of view the 
cooperative system of merchandising as 
introduced by Brigham Young is one of 
the most interesting phases of Mormon 
development. It has demonstrated to 
the world what can be accomplished by 
a group of people working together. A 
new economic order, in which industrial 
equality predominates, needs a strong 
welding force to knit the people together 
and to hold them to their course, par- 
ticularly through the transition stage. 
The religious motive provided such a 
bond for the Mormon people during the 
severe struggle for existence which they 


experienced in their conquest of the arid 
West. 


























MARKETING CLASSIFICATION OF FAMILIES 


WROE ALDERSON 
The Curtis Publishing Company 


Epiror’s Note: The following article will be of great 
interest to all those who await the report of the American 
Marketing Association’s committee on income classifica- 
tion. It was read before the March meeting of the Chicago 
Chapter. 


HE American Marketing Association 

has an active committee at work on 
the problem of income classification, 
under the chairmanship of L. D. H. 
Weld. The committee dealing with this 
problem is now in its second year, having 
come into being as a result of the painful 
experience of some of us who are now 
members of the committee in trying to 
make market studies from different 
sources mean something in relation to 
each other. As we began to discuss the 
matter we discovered that, not only did 
systems of classification exist which were 
wholly and obviously unlike, but some 
which seemed similar on the surface 
were so different in fact that misleading 
inferences would inevitably follow from 
any attempt at direct comparisons. 

As a member of that committee, I 
should like to make twenty-four points 
concerning the findings so far. One of 
these points is so important that I should 
like to emphasize it by mentioning it 
twice. That point is that utter confusion 
now exists in marketing practice con- 
cerning classification of families by 
economic level, to such a degree that it 
will require the earnest cooperation of 
all persons engaged in marketing to ar- 
rive at acceptable uniform standards of 
practice. 

After the committee was formally es- 
tablished, a survey of existing practice 
was undertaken. The purpose was to de- 
termine for each system of classification 
in use such basic features as the number 


of groups into which it divided the fami- 
lies making up the market, how the 
limits of each group were defined, the 
method of placing individual families 
within these predetermined brackets, 
and the considerations which had led to 
the choice of one set of economic groups 
and breaking points between them rather 
than some alternative system. 

As the committee got into its work and 
began to receive detailed reports from 
many agencies in the marketing field, its 
horizon broadened from confusion to 
chaos. It was found, for example, that 
several organizations used five income 
groups which were designated by the 
letters A, B, C, D, and E. Closer scrutiny 
revealed, however, that each of the sys- 
tems defined its groups differently and 
used a variety of methods in placing 
families within the five brackets, so that 
these systems of classification had noth- 
ing in common except the letters used as 
distinguishing symbols. 

Ten systems reported to the commit- 
tee classify families on the basis of an- 
nual income with round-dollar breaking 
points. Six of them use four income 
groups; two use five; and two use six. 
No two out of the ten use the same set 
of breaking points even when they use 
the same number of groups. No breaking 
point is common to all ten systems. 
There are eleven breaking point figures 
in use by these ten organizations, rang- 
ing from $1,000 to $10,000. Each of 
three breaking points occurs in a single 
system, and only one occurs in as many 
as seven out of the ten. 

In addition, there are systems which 
divide the market into segments each 
containing the same percentage of total 
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families. These systems do not agree as 
to the number of segments—thirds, 
fourths, fifths, and tenths have all been 
used. 

Other systems use purely descriptive 
terms for economic classes, such as “‘com- 
fortable,” “getting by,” and ‘“‘well-to- 
do.” Still others use classifications based 
on family possessions or the presence of 
certain facilities in the home. Underlying 
some of the systems using descriptive 
terms, there is actually what may be 
called the principle of “unequal seg- 
ments.” One, for example, divides the 
market into elevenths and then regroups 
them into four classes, which from the 
top of the market down contain one 
eleventh, three elevenths, four elevenths, 
and three elevenths. 

The committee has been able to dis- 
tinguish four types of classification in the 
material submitted. 

(1) Some analysts, considering income 
the principal factor determining con- 
sumption and the most tangible basis of 
classification, use four to six income 
groups with round dollar breaking 
points, such as $1,000, $1,500, $2,000, 
etc. 

(2) Others who give the same relative 
importance to income turn to equal seg- 
ments for classification in order to sim- 
plify statistical comparisons from group 
to group. 

(3) A divergent viewpoint holds that 
it is misleading to use dollar income as 
the basis of classification at all, since the 
market analyst is really trying to meas- 
ure the economic status of families, 
which may vary widely for families at 
the same income level, according to 
occupation, education, and the size of 
the city in which they live. Some classi- 
fiers of this “economic status” school try 
to establish classes which differ by level 
of living in each community where they 
make surveys. They rely largely on judg- 


ment, experience, and careful training of 
interviewers in making this distinction. 

(4) Another branch of this school of 
analysts, while equally dissatisfied with 
income as the basis, demands some more 
tangible index of economic status than 
the judgment of interviewers. Some of 
these classifiers have endeavored to set 
up rating scales based on family posses- 
sions or facilities in the home. 

In arriving at a satisfactory method of 
classification of income, I believe that 
the following twenty points must be con- 
sidered: 

(5) The first operating consideration 
is the feasibility of application in survey 
groups. Twenty income groups would be 
out even if we needed them, because that 
degree of discrimination in classification 
would not be practical in the field. It was 
once thought that income was out be- 
cause people were reluctant to give it; 
but recent experience shows that they 
will classify themselves in income brack- 
ets, if researchers can agree on the 
brackets. 

(6) The need of sampling control in 
the field where the sample is to be 
stratified by income is a major consid- 
eration. Some experienced workers say 
that five groups is the minimum for this 
purpose. 

(7) Utilization of official sources of 
data may be a compelling reason in favor 
of round dollar breaking points, unless 
the official data are always classified in 
sufficient detail to permit interpolation 
by those using other methods. 

(8) Sound presentation of results re- 
quires that the relative importance of 
segments be kept in the foreground con- 
stantly. The simplest means of doing 
that is to make the segments equal. 
Another way is to show the percentage of 
families in each segment in every chart 
and table. 

(9) A factor that is important in de- 
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termining the number of groups needed 
is the degree of flexibility of marketing 
tools. In actual selling, there would cer- 
tainly be no point to dividing the market 
into twenty parts. Even if the sales man- 
ager knew all about people in the seven- 
teenth twentieth, he could not find a 
specialized sales approach or advertising 
medium directed to that segment. 

(10) The first statistical consideration 
is the shape of the income distribution. 
It should be studied for all sizes of cities 
to determine whether the figures them- 
selves indicate natural groups or break- 
ing points. 

(11) The next statistical considera- 
tion is the study of related distributions, 
such as the purchase of automobiles, to 
find out if there are sharp breaks in 
buying behavior at any point along the 
income scale. One system of classification 
has placed considerable emphasis on the 
point on the income scale where the 
average family begins to show an annual 
saving rather than a deficit. 

(12) Social class differentiations might 
be investigated to determine whether 
there were sharp breaks in income be- 
tween such classes as wage earner fami- 
lies and business and professional people, 
and to locate the points along the in- 
come scale where predominant occupa- 
tions changed. 

(13) The method of classification 
chosen should facilitate valid compari- 
sons from year to year and from region 
to region. Every proposal should be 
scrutinized with that requirement in 
mind. 

(14) Finally, the adequacy of a set of 
income groups might be tested by the 
possibility of using the averages for the 
groups as plotting points and drawing a 
curve of income distribution which would 
closely approximate that derived from 
more detailed data, such as recent gov- 
ernment studies. Since the curve rises 


steeply at the high income end, this con- 
sideration might have to qualify some- 
what the desire to make the segments 
approximately equal. 

The next four points are matters on 
which there is universal or nearly unani- 
mous agreement among all who have dis- 
cussed the subject. In the midst of so 
much variance of practice, we may take 
some comfort from the fact that there is 
a common ground from which we can 
begin to work. 

(15) The first point of agreement is 
that income is the most important single 
factor determining expenditure and con- 
sumption by the individual family. 

(16) It is further agreed that income 
is not the whole story because of such 
important qualifications as size of city, 
size of family, and occupation. 

(17) It is generally held that four to 
eight economic groups should suffice for 
all practical marketing purposes. 

(18) It is also agreed that the groups 
within a system of classification should 
be of somewhat similar significance ac- 
cording to some criterion such as number 
of families in each group, share of total 
income received by families in each 
group, or separate identity as to buying 
behavior or sales accessibility. 

The next and final set of points is a 
list of related problems to which atten- 
tion may have to turn immediately after 
some solution is found to the basic prob- 
lem of classification. These points are 
listed as topics rather than affirmative 
statements. The affirmation is simply 
that they are problems. 

(19) Further standards specifying 
sampling requirements, average income 
to be approximated in each bracket, or 
procedure for random selection. 

(20) Arrangements for official esti- 
mates year-by-year of the number and 
percentage of families within each 
bracket, for use in sampling control or 
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projection of survey figures to national 
totals. 

(21) Plans for setting up income areas 
within cities consistent with the method 
of classifying individual families. This is 
a difficult problem because of the mixed 
character of neighborhoods. 

(22) Study of important correlations, 
such as that between rent and income, 
so as to develop proper conversion fac- 
tors for translating family classifications 
based on rentals into terms of income. 
Conversion is now customarily made as 
if there were a perfect correlation, a 
practice which tends to minimize the 
apparent differences in consumption by 
income level. 

(23) Methods for classifying special 
classes, such as single individuals, com- 


plete families, young families and old 
families, and relating such special classi- 
fications to the income distribution for 
all consuming units. 

(24) The final point is the one with 
which I began. Here is a need for uni- 
form procedure which affects everyone 
in the marketing field. Let’s do some- 
thing about it. The chaotic situation 
grew up very naturally; but now that it 
has been recognized it becomes some- 
what disgraceful if we permit it to con- 
tinue. Here is something that touches us 
all, both with respect to our daily bread 
and our professional pride. The commit- 
tee earnestly solicits the full cooperation 
and the best thought of the entire asso- 
ciation. 
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ANTI-TRUST PARADOXES 


GEORGE J. FELDMAN 
Feldman, Kittelle, Campbell 8 Ewing, Washington, D.C. 


Epiror’s Note: The following paper was presented be- 
fore the Washington Chapter of the American Marketing 
Association at its meeting on February 13, 1941. The 
author is widely known as attorney for the Great Atlantic & 
Pacific Tea Co. 


HE underlying purpose of the anti- 
‘ioe laws is to restrain competition 
so that competition may be unrestrained. 
This, if my dictionary informs me cor- 
rectly, is a true paradox—a proposition 
seemingly absurd and self-contradictory, 
but really true. I do not quarrel with this 
paradox, however, nor with the basic 
policy behind these laws. What I am 
here concerned with are paradoxes (or 
perhaps I should say inconsistencies) in 
the legislation through which that policy 
finds expression. 

It may surprise the reader to know 
how far-reaching these inconsistencies 
are. In Washington at the present time, 
two divisions in opposite corridors of the 
Federal Trade Commission are working 
at absolute cross-purpose. One is trying 
conscientiously to remove obstructions 
from the channels of commerce while the 
other is as assiduously (though perhaps 
unwittingly) trying to cultivate them. 
This is not the Commission’s fault. 
Congress has simply saddled it with two 
inconsistent laws—the Sherman Act and 
the Robinson-Patman Act. 

Before I explain just how these two 
laws are inconsistent, I wish to list the 
other legislation, state and federal, which 
I propose to discuss; for the Robinson- 
Patman Act by no means stands alone. 
First, there are forty-five fair trade laws 
permitting the fixation of resale prices. 
Second, there is the federal Tydings- 
Miller Act extending the effect of these 
fair trade laws into interstate commerce. 


Third, there are thirty-one statutes pur- 
porting to prohibit sales below cost. 
Fourth, there are twenty-eight state 
statutes outlawing price discrimination 
in various forms. Finally there are 
twenty state chain-store tax laws. I shall 
take these up one by one, commencing 
with the Robinson-Patman Act. 


REAL Purpose or Act 


It may be asked how I can call this 
Act inconsistent with the Sherman Act 
when both are “anti-trust laws,” de- 
nominated as such by Congress. It is 
true that the Robinson-Patman Act was 
urged upon Congress, and accepted by 
many well-meaning Congressmen, as an 
anti-monopoly measure. Its ostensible 
purpose was to prevent large enterprise 
from getting a stranglehold upon small. 
But its real purpose was something far 
different. There is hardly a business man 
who does not know that it was sponsored 
by wholesalers and brokers and a certain 
class of independent retailers, for the 
purpose of freezing buying prices at the 
level that the retailers had been ac- 
customed to paying and of insuring to 
the brokers a right to take toll in the 
form of brokerage from every transac- 
tion in the market. That other whole- 
salers and retailers had _ successfully 
banded together in cooperative buying 
groups and were enjoying the same price 
advantages as chains, mail order houses 
and department stores, was ignored. 
Also ignored were United States Census 
figures proving that independent mer- 
chants were not being eaten by larger 
rivals at all, but were increasing in num- 
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As an anti-trust law, the Robinson- 
Patman Act patently was, and is, an 
interloper. Had its sponsors really wanted 
merely to prevent monopoly they would 
have left old Section 2 of the Clayton 
Act unchanged. It dealt effectively 
enough with the only kind of price dis- 
crimination that is truly monopolistic— 
local price-cutting by large industrial 
combinations for the purpose of destroy- 
ing particular competitors. 

So detailed is the Robinson-Patman 
Act in its regulation of prices that a 
manufacturer who has made a single 
sale is virtually bound to the statutory 
formula in setting his prices on all future 
transactions, at least until a bona fide 
change in market price occurs. There is 
considerable question whether he can 
meet the price of a competitor without 
making the new price available to all of 
his customers. He is permitted by the 
so-called “cost proviso” to make allow- 
ances for the different costs of dealing 
with different buyers, but this exception 
is more theoretical than practical. The 
natural shortcomings of accounting tech- 
nique make the determination of many 
important costs either impossible or so 
expensive as to be impractical, and the 
saddling upon the manufacturer of the 
burden of proving those costs makes the 
use of the “cost proviso” uninviting. 
Every inducement is offered to adhere to 
a policy of one price to all. However 
convenient such a policy may be for the 
manufacturer and however beneficial to 
the sponsors of the Act, it definitely de- 
prives consumers of the savings from 
distributive efficiencies which would 
otherwise be passed on to them. 


Favors AccorRDED BROKERS 


The favors accorded brokers under the 
Act are particularly noteworthy. Under 
the interpretation of the Federal Trade 
Commission and the courts, a_ broker 





who is able to operate more efficiently 
than his fellows and who can do so and 
make a profit on less than the customary 
rate of commission, cannot pass along 
the difference to the buyer. The public 
can never have the saving from his effi- 
ciency. Similarly a buyer who sends his 
own purchasing representative to the 
manufacturer and thus does away with 
the need for a broker cannot have the 
brokerage saving. The manufacturer, in 
effect, must employ a broker in all trans- 
actions or else see to it that no one gets 
the brokerage. Never, since the Crown 
grants of exclusive market privileges in 
the thirteenth to fifteenth Centuries, 
has there been vested in any class of 
intermediaries so brazen a right to take 
tribute from the channels of trade. 

It may be asked whether I am not 
raising undue alarm; whether the Robin- 
son-Patman Act has not lost its initial 
force and become something of a dead 
letter. Until recently that might have 
been true, but a number of factors have 
caused a renewed interest in the statute. 
First, the Federal Trade Commission 
has been publishing in full in some of its 
complaints the actual prices exacted by 
manufacturers from various classes of 
buyers. This publicity is very uncom- 
fortable to the manufacturers concerned. 
Secondly, trade association executives 
seeking to stabilize prices are urging 
their members to comply with the Act 
as a means toward this end. Thirdly, 
there has been an increase in the number 
of triple damage suits. Finally, there has 
developed among certain buyers the 
novel practice of ordering a quantity of 
goods from a suspected manufacturer 
and then refusing to pay for them unless 
the manufacturer will open his books so 
the buyer can see if he has been discrim- 
inated against. If the manufacturer 1s 
vulnerable he usually counts it cheaper 
to let the bill go unpaid than to defend a 
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lawsuit, but in either event he takes a 
renewed interest in complying with the 
Robinson-Patman Act. 

Of its own weight (and with the en- 
thusiastic cooperation of trade associa- 
tion executives), the Robinson-Patman 
Act fosters undue rigidity of prices in 
industry. Any tendency toward price- 
fixing, whether by clandestine agreement 
or price leadership, is accelerated. Pre- 
viously when such conditions threatened 
the public with exorbitant prices, one of 
the greatest counteracting forces was the 
mass bargaining power of large distribu- 
tors. A discount exacted by such a dis- 
tributor was frequently the entering 
wedge that brought prices tumbling 
down. The Robinson-Patman Act nulli- 
fies this effect. It puts the sanction of 
government behind the seller who resists 
the buyers’ efforts to dislodge prices, and 
thus, in effect, it sanctions the fixed 
prices themselves. When I say, therefore, 
that the Robinson-Patman Division and 
the Anti-Trust Division of the Federal 
Trade Commission are working at cross- 
purposes, I mean literally just that. 

All this is very confusing to business- 
men. Not long ago I accompanied a 
small manufacturer to the Robinson- 
Patman Division of the Commission for 
the purpose of lodging a complaint 
against a large competitor. This competi- 
tor dominated the industry and was its 
price leader. No one dared establish a 
price lower, or cared to establish one 
higher, than it. My friend’s complaint 
was two-fold: first, that the large firm 
was violating the Robinson-Patman Act 
by giving excessively low prices to large 
buyers; and second, that on one particu- 
lar item of merchandise, i it was selling to 
all buyers at a price too low for the small 
manufacturer to meet. To him, both 
practices were essentially the same; both 
constituted price-cutting that injured 
his business. Yet the Commission lis- 


tened only to his first complaint and 
would have none of the second. Lawyers 
will understand why, but this manufac- 
turer was not blessed with legal training 
and was openly puzzled. The Commis- 
sion would help him fix prices in the in- 
dustry to large buyers, but not to small. 
When I told him that, not only would the 
Commission not help him fix prices to 
small buyers, but it would prosecute him 
(through another division, of course) if 
he tried to do it, he gave up. He could 
not see any consistency in it. 


OTHER CONFLICTING STATUTES 


Leaving the Robinson-Patman Act, 
let us examine briefly the effects of the 
other statutes I have mentioned. 

The so-called fair trade laws (grossly 
misnamed) constitute without doubt the 
most mammoth price-fixing scheme ever 
concocted. These laws make no bones 
about eliminating price competition 
among dealers on trade marked prod- 
ucts; but in practice they go much 
further than this. Under their guise, dis- 
tributors combine to fix prices on every- 
thing they sell, and to coerce manufac- 
turers, through threats of boycott, to 
establish resale prices at higher and 
higher levels. Where a manufacturer’s 
goods are competitive, he dares not fix a 
price on them unless his competitors do 
likewise; so organized distributors make 
arrangements for competing manufac- 
turers to issue resale prices at the same 
level on the same day. In the face of this, 
these distributors have the barefaced 
nerve to argue that the consumer is pro- 
tected from exorbitant prices by compe- 
tition among manufacturers. Even if 
they were right, why should the con- 
sumer be allowed the benefit of competi- 
tion only in one part of the marketing 
process and denied it in the other. 

The consumer needs all the competi- 
tion he can get in all stages of commerce. 
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What with clandestine price agreements 
and price leadership, there is no assur- 
ance that manufacturers will really com- 
pete. Moreover, it is well-known that the 
fair trade laws have been seized upon by 
many trade association executives as a 
means of implementing their price sta- 
bilization programs. 

Thus the smokescreens of the sponsors 
of these laws cannot hide the fact that 
price competition has been wholly elimi- 
nated in every field where they operate. 
Fortunately for our economic well-being, 
they are limited at present largely to 
drugs, liquors and books. In groceries 
and other fields, they will not work for 
practical reasons. 

Little need be said of the Tydings- 
Miller Act except that it constitutes un- 
necessary and ill-advised recognition by 
Congress of the price-fixing principle of 
the fair trade laws. Without this enabling 
statute, the fair trade movement might 
have broken its back on the anti-trust 
barriers of interstate commerce. Con- 
gress opened the gate and gave a na- 
tional status to what would otherwise 
have been a limited and local restraint 
of trade. I note that the Department 
of Justice has recommended to the 
T.N.E.C. that the Miller-Tydings Act 
be repealed largely for the reasons I 
have given here. 

Sales-below-cost laws need little com- 
ment. In principle their soundness is un- 
questioned. In practice, unfortunately, 
this principle has all too often been dis- 
torted into a device for outright price- 
fixing. This is accomplished either by 
writing into the law an arbitrary and ex- 
cessive definition of cost, or by turning 
over to local trade groups the power to 
establish a prima facie level of cost 
through so-called “‘cost surveys.” A 
large proportion of the laws have these 
cost survey provisions, and in nearly 
every case the “survey” has ended up as 


a price-fixing agreement, policed by the 
local distributors’ trade association under 
color of the law. 

State price discrimination statutes are 
of two types. One (found in only three 
states) is patterned on the Robinson- 
Patman Act and shares its faults. The 
other simply prohibits persons from sell- 
ing goods in one part of the state at a 
lower price than in another for the pur- 
pose of destroying a competitor. This 
type comprises mostly old laws, enacted 
in the early part of this century and in- 
tended solely to prevent the kind of 
monopolistic local price cutting that I 
have mentioned before. If limited to 
their original meaning they would be 
harmless; but energetic trade groups 
have sought, in some cases successfully, 
to pervert them into a requirement that 
chains charge the same prices in their 
different stores. The vice of this perver- 
sion is that it denies to consumers the 
savings realized at particular stores by 
reason of lower rent, larger volume with 
accompanying lower overhead, service 
instead of self-service, and similar fac- 
tors. Thus the laws cease to be anti-trust 
measures and become devices for the 
further restraint of trade by organized 
distributors. 


CHAIN-STORE TAXES 


This brings us to chain-store taxes. 
The arguments pro and con on the pro- 
priety of these laws have been repeated 
so often as to require no further state- 
ment here. All of the arguments ad- 
vanced for taxing the chains discrimina- 
torily have been rebutted times without 
number. But because these charges have 
a plausible ring and can be phrased in 
neat slogans, while their rebuttal in- 
volves an examination of facts which are 
wearisome to the layman, the anti- 
chain forces have been able to repeat 
their charges ad infinitum without even 
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taking the trouble to support them. 

In essence, the chain-store tax is a 
tax on efficiency. Although not a direct 
restraint upon competition, it is no less 
an obstruction to the channels of trade 
than the other laws I have discussed, for 
it takes away from the consumer the 
savings which normal competition would 
bring. 

Where the public has approved chain- 
store taxes it has done so fundamentally 
because it saw the chains as big, powerful 
interests threatening smaller and weaker 
competitors. The thoroughly fallacious 
proposition that bigness is synonymous 
with monopoly and restraint of trade has 
gathered many unthinking supporters. 
The fact is that the question of what 
constitutes a monopoly or restraint of 
trade is not susceptible of any universal 
or philosophical answer. It depends upon 
the facts in each individual case. Bigness, 
up to a certain point, results in increased 
efficiency in certain industries, not only 
in the field of production but in distribu- 
tion as well. Such bigness is to be fos- 
tered, not destroyed. The fact is also that 
restraints of trade come as frequently 
from combinations of small concerns as 
from large ones. 

Asa matter of fact, it is a little strange 
to hear the cry of monopoly from the lips 
of wholesale distributors, for I doubt 
whether any other group has been in as 
much trouble under the anti-trust laws 
as they. In early England intermediaries 
between producer and consumer were 
regarded with great suspicion, and laws 
against forestalling, regrating and en- 
grossing were enacted to prevent them 
from getting their hooks into goods on 
the way to market and enhancing the 





price. During the rise of chain stores, 
mail order houses and department stores, 
wholesalers ran into frequent difficulties 
with the law by using their mass boycott 
power to dissuade manufacturers from 
selling to these new enterprises. The 
dockets of the Department of Justice 
and Federal Trade Commission reveal 
no fewer than 14 cases from Ig1I to 1926 
against state and local wholesale grocers’ 
associations in which consent decrees or 
stipulations were signed, or cease and 
desist orders entered, covering this par- 
ticular offense. Many of these cases also 
embraced price-fixing agreements among 
the wholesalers concerned. It was after 
constant litigation had convinced these 
groups of the error of turning their or- 
ganized pressure on manufacturers, that 
they commenced to turn it on the state 
legislatures and Congress. For sponsor- 
ing legislation in restraint of trade there 
was no penalty. 

Whether or not the laws I have dis- 
cussed are in restraint of trade from a 
legal viewpoint, they are certainly so 
from an economic one. No meeting of 
industrial conspirators seeking to fix the 
price of a basic commodity is more dan- 
gerous to the existence of the anti-trust 
policy on which our economic system 
rests. Legislative restraints cannot be 
cured by the Department of Justice or 
Federal Trade Commission, and any at- 
tempt to cure them in Congress and the 
state legislatures will be vigorously re- 
sisted by the interests that put them 
through. It will take an enlightened pub- 
lic opinion to break down this resistance. 
For the sake of our future economic well- 
being, let us hope that that opinion can 
be aroused. 








THE USE OF MOTION AND SLIDE PICTURES 
IN THE TEACHING OF MARKETING 


MALCOLM D. TAYLOR 
University of North Carolina 


Eprror’s Note: Professor Taylor here presents his re- 
port as chairman of the Committee on Motion and Slide 
Pictures in 1940. The members of this Committee were: 
Howard T. Hovde, Dale Houghton, and LeRoy B. Steele. 


HAT there is considerable interest in 
"T visual education in marketing has 
been amply demonstrated in discussions 
of the subject at annual meetings of The 
American Marketing Association. Little 
was definitely known, however, about 
the extent to which teachers were em- 
ploying motion and slide pictures in 
their courses or in what courses they 
were being used. 

The difficulty of securing suitable ma- 
terial, no doubt, has prevented many 
who approve of visual education meth- 
ods in theory from making much prac- 
tical use of films in the class room. A 
large number of catalogs and lists of films 
prepared by business and private or- 
ganizations are available. A _ teacher, 
however, has no basis on which he can 
select a film that is of educational value. 
Many interesting and entertaining pic- 
tures put out by business firms, while 
excellent for use in the companies them- 
selves, have proved to be of little or no 
value from the teaching standpoint. 

It was thought that it might prove 
helpful to marketing teachers if a com- 
prehensive study were made of the use 
of motion and slide pictures, and if a 
list of recommended films were prepared. 
With this purpose in view, the Commit- 
tee on Motion and Slide Pictures, sent 
out a four-page questionnaire in Novem- 
ber, 1940, to members of the Association 
who are teaching marketing or related 
subjects. It was sent to 300 teachers in 
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139 universities or colleges. Due to the 
fact that the Association does not main- 
tain a classified list of members by occu- 
pations, it is probable that names of 
several teachers were omitted from the 
mailing list. 

The purposes of the questionnaire 
were: First, to find out the extent to 
which motion and slide pictures are being 
used at present in the teaching of mar- 
keting. Second, to ascertain the specific 
courses in which such visual education 
methods are being employed. Third, to 
find out whether motion or still pictures 
are being more widely used at present 
and whether any changes of significance 
have taken place in the last two or three 
years in the extent to which one type or 
the other is employed. Fourth, to get a 
frank opinion from those who had had 
experience with films and slides regard- 
ing the value of these visual education 
methods in the teaching of marketing. 
Finally, to make possible the prepara- 
tion of a short list of recommended films. 

Questionnaires were received from 145 
of the 300 teachers to whom they were 
mailed. This was a return of 48 per cent. 
Sixty-two teachers reported that they 
were using motion pictures or slides or 
both, and 83 said that they had never 
used them. In other words, 43 per cent 
of those replying use motion or still pic- 
tures in their teaching. These forms of 
visual education are being used in 4! 
universities or colleges. Questionnaires 
were sent to teachers in 139 schools, 
hence these visual education methods 
are now employed in at least 29} per 
cent of them. 
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As shown in Table I, motion and still 
pictures are used in the teaching of 14 
different subjects. Twenty-six teachers 
use them in introductory marketing, 2 
in advertising and advertising psychol- 
ogy, 17 in salesmanship, 11 in retailing, 
and 6 in sales management. 


films (both with and without sound), are 
employed most in teaching advertising, 
salesmanship, and marketing. 

Forty-six teachers replied to the ques- 
tion: ““Are you making more or less use 
of motion pictures than you did two or 
three years ago?” Twenty-one said that 


Tas_e I. Courses 1n WHICH 62 MEMBER-TEACHERS OF THE AMERICAN MARKETING AssocriaTION HAvE 
Usep Motion or Stitt Picrures or Botu 








Number of 


| Number of Teachers Who | 
Teachers Who | Used Motion Pictures 


Number of Teachers Who 
Used Still Pictures 
































Used Some ) aan 
Course Form of Visual| Motion | Motion | | Glass Slides,| Slide 
Education | Pictures Pictures | Opaque | or Slide | Films 
in the with without Material | Films with- | with 
| Course Named* Sound Sound | | out Sound | Sound 
Marketing 26 20 14 6 6 2 
Advertising 23 15 8 II 10 
Advertising Psychology 2 I 2 — 2 -- 
Salesmanship 17 1S 4 I 4 6 
Retailing II 6 2 3 3 3 
Sales Management 6 3 I | I — 5 
Business Management | 4 | 4 3 — 2 I 
Law and Business 2 | — — 2 — — 
Transportation | 2 2 | I - —_ — 
Public Relations I I — _ — — 
Consumer-Business Relations | I | I — — — 
Market Analysis | I | _ — I I I 
Statistics | I —_ | -- I I | — 


Business Communications I I 





* Since many teachers made use of more than one type of picture (several used all five types), column 1 is not 


the total of the succeeding columns. 


Motion pictures, with and without 
sound, are being used much more widely 
than slides. They are used most in mar- 
keting, advertising, and salesmanship 
courses, in the order named. 

Fifty-three of the 62 teachers who are 
using visual education methods in their 
teaching reported that they used motion 
pictures. Nine used only slides or an 
opaque projector. Twenty-six of the 53 
Who use motion pictures also use slides 
or an opaque projector. Glass and slide 


there had been no change, 17 indicated 
that they were using motion pictures 
more now than they did formerly, and 
eight said they were using them less. 

There were 24 replies to the question: 
“Are you making more or less use of 
slides than you did two or three years 
ago?” In five cases there had been no 
change, 11 teachers were using slides 
more at present, and eight used them 
less than formerly. 

One question which called forth gen- 
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eral comments was: “If you approve of 
visual education, what type of visual 
education seems to you to be the best?” 
Of the thirty-three who answered this, 11 
said that they preferred motion pictures, 
and 16 preferred slides or the projection 
of opaque material. Six preferred to use 
both motion and still pictures. Some of 
the teachers who expressed a preference 
for slides said that they were making 
little or no use of them at present be- 
cause of the difficulty or expense of se- 
curing suitable material. Several indi- 
cated that they planned to prepare their 
own slides in the near future. 

Several comments explaining why one 
type or another of visual education was 
preferred follow: 


(1) Although I do not have the equipment, 
I have a strong feeling that projection 
of static (still) materials would work 
out best. Most movies are worked out 
to sell a product, service, or company 
or to train a company’s personnel. 
Static projection would make possible 
the use of a much wider range of 
materials, which could also be pre- 
pared at much less cost. 

(2) The simpler and the easier it is to 
handle, the better for both teacher and 
class. Bulky, expensive apparatus may 
be useful in putting on a “show,” but 
everyday educational work calls for 
materials that a teacher can handle 
easily by himself and with little loss 
of time in setting up and taking down 
the apparatus. (This teacher makes 
considerable use of glass slides that he 
himself has prepared and which he 
shows on his own equipment.) 

(3) My preference is based on experience. 
The use of slides or an opaque pro- 
jector, especially the latter, permits 
bringing into class recent data and 
giving it (sic) classroom visibility. In 
the classrooms where a projector is 
available, I find it more effective than 
oral presentation of results. 

(4) Slide films with sound are preferable. 
They are relatively inexpensive to 


(5) 


(9) 


create. Manufacturers can afford to 
inject less obvious advertising into 
them for this reason. Though they are 
less entertaining, they are more in- 
structive because points can be driven 
home more effectively. 

I prefer sound slide films because they 
require less equipment; are easy to 
show to small classes; do not require 
a professional operator; and get over 
ideas just about as well as sound 
movies. I use films quite extensively 
in teaching salesmanship and _ sales 
management. I find that they are very 
fine for getting over certain ideas to 
students. 

The projection of charts and tables in 
statistics and market analysis is much 
to be desired. The chart can be left 
on for some minutes, and a thorough 
explanation is possible. The projection 
of charts and tables does save con- 
siderable time, as it does away with 
the necessity of placing such material 
on the blackboard. 

I prefer illustrative material that fol- 
lows the pattern of textbook presenta- 
tion. It seems that it might be possible 
to sell a company on such material 
and set up an exchange for slides with 
an accompanying mimeographed lec- 
ture. For example, it might be possible 
to do this with the Lanston Monotype 
Machine Company on typography. I 
believe we would have to offer a 
standardized procedure in selling such 
an idea, since the cost of preparation 
of material has to be justified by a 
special company appropriation. 

I prefer slides to illustrate important 
facts or principles. Too many “free” 
films are uninteresting and too pro- 
motional. We must develop our own 
slide films or, through cooperation with 
other universities, develop marketing 
and advertising sound films. I believe 
the latter may be feasible sometime in 
the future. 

The type of visual education which 
seems best to me is sound motion 
pictures which depict an industry or 
function in its everyday operation and 
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pictures of the wrong and right way to 
perform certain activities in business, 
seeking a job, etc. 


Thirteen teachers stated that they had 
prepared some of their own glass slides 
or slide films. Of these, eight had made 
their own glass slides, three had prepared 
slide films, and two had made both glass 
slides and slide films. Two teachers 
stated that they had prepared silent mo- 
tion pictures. Professor H. W. Hepner, 
of Syracuse University, has a one reel 
film, entitled “Alertness in the Inter- 
view,” in which his students acted out 
the parts. Professor R. A. Roberts, of 
the University of California, and one of 
his students prepared a silent motion 
picture which deals with store operation. 
It covers the manufacture, purchase, 
placement in stock, sale, and delivery 
of a suit of clothes. 

The question: “What is your opinion 
regarding the value of visual education 
in the teaching of marketing?’ was 
answered on nearly all of the question- 
naires. The comments ranged from en- 
thusiastic approval to profane denuncia- 
tion. One teacher wrote that “few pic- 
tures are worth a tinker’s dam” and he 
described a picture on cooperatives that 
he had used recently. It consisted too 
largely, so he said, of “breath-taking 
scenes of someone snipping fruit from a 
tree and thrilling shots of a tree sprayer.” 
However, the majority of those who are 
using pictures approve whole-heartedly 
of this method of instruction. Some think 
that it should be made a part of the class 
room work, with attendance required; 
others think that it should be handled 
through a business school club or, at 
least that attendance should be optional. 
Still pictures, of course, are best adapted 
to classroom use. It would appear from 
the comments made in answer to this 
question and others that a wider use of 
slides might be expected in the near fu- 


ture—particularly of slide films with 
sound. 

The following typical comments re- 
garding the value of visual education 
methods are quoted from the question- 
naires: 


(1) Very valuable when introduced and 
followed by discussion. 

(2) I think it is a useful adjunct to teach- 
ing, although it is not easy to secure 
pictures which are applicable and at 
the same time free from recognizable 
publicity. Pictures that show how and 
why certain marketing procedures 
take place are the best type to use in 
order to supplement the text and 
problem material. I use more or less 
regularly two short pictures from 
Sears, Roebuck: “Great Oaks’’* and 
“Hidden Values,” also one from Gen- 
eral Motors on “Customer Research.” 

(3) I find the use of films valuable when 
they show how to perform a certain 
function in marketing or advertising 
and help the student to better visual- 
ize that function. Where films em- 
phasize entertainment, and minimize 
training or sales methods, I feel that 
they are largely a waste of class time. 

(4) I think films are very useful. I think, 
however, that teachers will have to 
prepare their own material. We can 
hardly expect business to do that 
job for us. 

(5) I believe that films do play a valuable 
part in marketing education, but only 
under certain circumstances. First, 
when its producer has honestly and 
impartially prepared the photog- 
raphy on a particular industry or 
function without bias or undue efforts 
at propaganda or advertising. Second, 
when the instructor properly prepares 
the class for the picture and presents 
it under the proper circumstances 
and then follows up the picture by 
quiz, written assignments, or other 
technique. If the picture merely 
serves as a pleasant interlude of the 
daily lectures, it is of little value. 

(6) I believe that there is a limited use 
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(7) 


(8) 


(9) 
(10) 


only—namely for descriptive ma- 
terial. Most students, as well as 
adults, like best, it seems to me, to be 
at the task of solving problems rather 
than just seeing things. Besides, life 
is largely made up of a series of 
problems that must be solved if one 
gets any place in any field. I much 
prefer problems and cases to pictures. 
It has been my experience that visual 
devices which I have used and which 
I have seen used, have been valuable. 
It may be that in these instances the 
choice has been well made, but the 
films have given, in addition to the 
specific information which the pro- 
ducer wished to convey, useful ma- 
terial for discussion and analysis. The 
film on advertising which I recom- 
mended, for example, presents only 
one side of the advertising problem, 
but it does furnish a starting point 
for classroom discussion, and it gives 
students a common base from which 
to proceed. In a sense, a film presen- 
tation gives a sort of “experience”’ to 
students, and I have found them to 
be critical of not only the facts 
presented, but of the choice of facts 
to be presented, and of the manner of 
presentation. Furthermore, films may 
add variety to a course of lectures 
and in this way also be useful. 

I think they waste time, because in 
available films, the companies pro- 
ducing them insist on injecting so 
much of their own advertising ma- 
terial or else do such a poor job of 
filming that the pictures show up 
badly in comparison to our modern 
movies. 

My somewhat limited trial of com- 
mercial films was disappointing. 
Most of the materials I have seen are 
more useful as ways of lightening up 
a lecture schedule than because they 
are of great educational value. They 
are worth while, if used sparingly, as 
illustrations of some things talked 
about in courses in advertising, sales- 
manship, retailing, etc. I feel, how- 
ever, that they put too much em- 


(11) I 


phasis upon acquisitive techniques 
in business to permit their being 
used very much by teachers who want 
to emphasize social problems and 
= principles. 

think that something can be done 
in the matter of using visual methods 
in marketing, but it’s a long-winded 
sifting process. One must go through 
dozens of worthless films to find one 
that is at all worthwhile, and the 
effect of showing a poor film is far 
worse than showing none at all. All 
films must be previewed at the 
teacher’s peril if he fails to do so. 
My experience is that a great many of 
the films put out by various manu- 
facturers are utterly valueless from 
the standpoint of classroom use, 
however valuable they may be to 
their sponsors. 

I look to the sound-slide type of 
presentation to predominate as it 
costs relatively little to produce, ag 
not require any high grade acting, 
easy to use in class, and “‘goes over” 
well with students. The sound-movie 
type is satisfactory if it is very well 
done, but this is a rather rare occur- 
rence, at least in my limited experi- 
ence. And a bad or poorly acted 
movie has a distinctly unfavorable 
reaction on the students. They will 
“razz” it and there will be neither in- 
structional nor entertainment value. 
One of the great needs in this field 
is for a central, classified catalog of 
films, such as the one provided each 
October by Sales Management Maga- 
zine, only more so. Until this comes 
into being, our progress will be a 
halting one. I don’t know why the 
manufacturers of projection equip- 
ment haven’t done more along this 
line. 

Another drawback is the bother of 
securing the apparatus for each show- 
ing and of setting it up, taking it 
down, and returning it to its place of 
storage. We hope someday to have a 
room where all of our films will be 
shown and where we can keep our 
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TaBLeE II (a). REcommMeNDED Motion Picture Fi_tms witH SounpD 
| te | | | 
. De Length | Width | Ren- 
Title of Film Distributor Subject Film | in | in tal 
of Film Was | Min- | Pri 
Issued utes seamaadl Vinaiied 
“America Marching On” National Association of American eco- ? 12 | 16 | Free 
Manufacturers nomic life and 
14 West 49th Street | 35 
New York, New York | | 
“The Art of Selling” Modern Talking Picture | Salesmanship ? | 12 16 $15 
Service | and 
9 Rockefeller Plaza | = 
New York, New York | | 
“Behind the Camera” Raphael G. Wolff, Inc. Advertising 1939 40 | 16 Free 
(in color) 1714 North Wilton Place photography | | 
Hollywood, California | 
“Come Out of the Kitchen” | Y. M. C. A, | Manufacture and | 1940 | 30 16 | Free 
(in color) 347 Madison Avenue marketing of | 
New York, New York Campbell soups | | 
and | 
Jam Handy Picture Service, 
Inc. | | 
2900 E. Grand Boulevard 
Detroit, Michigan | | 
“The Doctor Prescribes” B. F. Goodrich Co. Retailing | 1940 ? | 16 ? 
Akron, Ohio | | | 
- | = | } 
“Flagships of the Air” American Airlines, Inc. | Air Transporta- | 1939 25 | 16 Free 
20 North Wacker Drive tion | 
Chicago, Illinois 
“Frontiers of the Future” National Association of | Research | ? 15 | 16 Free 
Manufacturers | | and | 
14 West 49th Street | 
New York, New York |. 2 
“Great Oaks” | C. L. Venard | History of Sears, |  ? 15 6 | $1 
| 702 S. Adams Street Roebuck and 
| Peoria, Illinois Co. 
“Hawaiian Harvest” | California-Hawaii Sugar Sugar production | 1937 40 ? ? 
Refining Co. | and marketing | 
Chicago, Illinois 
“Hidden Values” | C. L. Venard Sears’ testing ? 30 16 #1 
702 S. Adams Street laboratory 
| Peoria, Illinois | | 
“How to Make a Sales Pres- | Modern Talking Picture Salesmanship | ? 3¢ 16 $15 
entation Stay Presented” | Service, Inc.* and 
(Borden and Busse) | 9 Rockefeller Plaza 35 


| New York, New York 





* The General Electric Company, Schenectady, New York, has a version of this film also. 
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TaBLe II (a). Continued 
















































































| 
Subj _ hong Width | Ren- 
Title of Film Distributor — a — /. tal 
of Film Was | Min- | | Pri 
Issued | utes | — i ree 
“How to Remember Names | Modern Talking Picture Salesmanship | ? 30 | 16 $15 
and Faces” Service, Inc. and 
(Borden and Busse) 9 Rockefeller Plaza | 35 
New York, New York 
“How to Win a Sales Argu- | Modern Talking Picture Salesmanship > | 30 | 16 $15 
ment” Service, Inc. | and 
9 Rockefeller Plaza | 35 
(Borden and Busse) New York, New York | | | 
“T’'ll Tell the World” Bureau of Visual Education | Advertising ? | 36 16 | $4.50 
Extension Service | 
University of Michigan | | 
Ann Arbor, Michigan | | 
“Tt Speaks for Itself” Libby, McNeill and Libby | Salesmanship ? | 15 16 | ? 
Chicago, Illinois 
} } 
“It’s the Little Things That | Bates Manufacturing Co. Salesmanship 1939 | 30 16 | Free 
Count” 30 Vesey Street 
New York, New York 
and 
oe oe 
347 Madison Avenue | 
New York, New York 
“Let’s Try It” B. F. Goodrich Co. Salesmanship ? | 95 ce Free 
Akron, Ohio | | 
“Modern Plastics Preferred” | Sales Promotion Department! Plastics produc- 25 | 16 Free 
Breskin Publishing Corp. tion and mar- 
122 East 42nd Street keting 
New York, New York | 
“New Voice for Mr. X” American Telephone and Salesmanship 1940 30 15 Free 
Telegraph Co. 
195 Broadway 
New York, New York 
“Orange Packing” School Films, Inc. Marketing 1939 | I! 16 | 
3023 W. 76th Street 
Los Angeles, California 
“Out in Front” H. J. Heinz Co. Retailing and | 1940 | 20 | 16 Free 
Pittsburgh, Pennsylvania advertising | | 
“Over Here” | B. F. Goodrich Co. Salesmanship > | 12 ? 
Akron, Ohio | | 
“Over the Counter and Off | Modern Packaging | Packaging 1937 45 | 16 Free 
the Shelf” 425 Fourth Avenue + | | 
(Part in color) New York, New York 
“Packaging—A Public | Breskin Publishing Corp. | Packaging ? 45 | 16 Free 
Service”’ | 122 East 42d Street | 
(in color) | New York, New York | | 
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TaBLe II (a). Continued 








| Film 





ag em 
Date | Length Width | Ren- 



























































Title of Film Distributor oh “wd Was Min. | in | tal 
Issued | utes | mm. | Price 
“Persuasion Makes the | Modern Talking Picture | Salesmanship ioe a. | 16 $15 
World Go ’Round” Service, Inc. | and 
(Borden and Busse) 9 Rockefeller Plaza 35 
| New York, New York | 
“Progress on Parade” General Motors Corp. Production and 1937 23 16 Free 
| Broadway at 57th Street | marketing | and | 
| New York, New York 35 
and | 
| Y.M.C. A. 
| 347 Madison Avenue | 
| New York, New York 
“The Purple Harvest” | Long Advertising Service | Production and 1937t| 25 16 | Free 
19 North Second Street marketing of 
| San Jose, California | prunes | 
“Selling America” | Jam Handy Picture Service | Salesmanship 1939 20 16 | Free 
| Inc. and advertising | and | 
| 2900 E. Grand Boulevard — 
| Detroit, Michigan | 
and 
| Frigidaire Division 
| General Motors Sales Corp. 
Dayton, Ohio 
“Short Course in Paper | P. H. Glatfelter Co. Paper production ° 30 16 Free 
Making” | Spring Grove, Pennsylvania 
“Steel” American Institute of Steel | Steel production 1937 25 16 Free 
Construction, Inc. 
| ror Park Avenue 
| New York, New York 
“Steel—Man’s Servant” | U.S. Steel Corp. of Dela- Use of steel 1938 | 38 35 | Free 
(in color) | ware 
| 436 Seventh Avenue | 
| Pittsburgh, Pennsylvania | W 
“The Story of Neoprene— | Rubber Chemicals Division | Salesmanship | 1940 24 16 Fre: 
the Chemical Rubber”’ | E. I. DuPont de Nemours | and 
| and Co, | 35 
| Wilmington, Delaware | 
and 
| Y. M.C. A, 
| 347 Madison Avenue 
| New York, New York 
“Sunkist for Profit’ | California Fruit Growers Marketing of 1938 | 50 16 Free 
(part in color) | Exchange oranges 
| Los Angeles, California 




















t Revision available about May, 1941. 
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Tas e II (a). Continued 













































































Date | Length | ,,, 
Title of Fil Distribut Subject Film | in | “4 idth — 
ttle of Film istributor of Film Was Min. | in Bw 
| Issued utes | | 
“Sunkist Speaks” California Fruit Growers Marketing of > =| 60 | 16 | Free 
Exchange oranges | 
Los Angeles, California | | 
“The Surprise Party” The Texas Company Salesmanship 1939 50 | 16 Free 
135 East 42d Street 
New York, New York | | 
“That’s Salesmanship” B. F. Goodrich Co. Salesmanship ? 110 16 Free 
Akron, Ohio 
“Two Salesmen in Search of | Y. M. C. A. Salesmanship ? 40 | 16 | Free 
an Order” 347 Madison Avenue | | 
New York, New York | 
and | 
The Dictaphone Sales Corp. 
Graybar Building | 
New York, New York 
“What Is This Power Over | Family Circle, Inc. | Advertising ? > | 616 | 
Women?” Raymond-Commerce Bldg. | | and | 
Newark, New Jersey | | | 35 | 
“Word Magic” Modern Talking Picture Salesmanship rp i= 16 $15 
(featuring Elmer Wheeler) Service, Inc. and | 
9 Rockefeller Plaza | | 35 
New York, New York | 
“Yes, Bananas” United Fruit Company Banana produc- 1935 | 15 16 Free 
Pier 3 tion and mar- 
North River keting 
New York, New York 
Tas_e II (b). RECOMMENDED Motion Picture Fitms witHout SounD 
= = ————— mes oa ——— —- = 
Date | Length ' | p. 
Title of Fil Distrib Subject | Film | in ” idth . “4 
itle of Film istributor of Film | Was Min- in 4 wt 
| Issued | utes eens saa 
“About Bananas” United Fruit Co. Banana produc- 1935 | 15 | 16 Free 
Pier 3 tion and mar- | 
North River keting 
| New York, New York | | 
“Alertness in the Interview” | Cooperative Educational Interviewing | 1939 | 15 16 Free 
Film Library 
School of Education | 
Syracuse University 
Syracuse, New York 
“The Cooperative Move- University of Wisconsin Cooperatives 1937 | 45 | 16 $3 


ment in Wisconsin” 


Madison, Wisconsin 
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Experiment Station 
4800 Forbes Street 
Pittsburgh, Pennsylvania 
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Taste II (b). Continued 
Date | Length) win | Ren- 
Title of Fil Distrib Subject Film in per 
itle of Film istributor of Film Was \ Min- in ; 
Issued | utes ese _— 
“Getting Your Money’s Consumers’ Union, Inc. Consumer buy- > | oar | 16 Free 
Worth” 17 Union Square, West, ing—used cars 
(No. 2. Used Cars) New York, New York | 
“Making and Shaping of U. S. Steel Corp. of Dela- | Steel manufac- 1940 105 | 16 Free 
Steel” ware turing 
436 Seventh Avenue | 
Pittsburgh, Pennsylvania | 
and | 
Bureau of Mines Experi- | 
ment Station 
4800 Forbes Street | 
Pittsburgh, Pennsylvania | | 
“The Making of a 24 Sheet | Educational Department | Outdoor advertis-| 1938 | 30 | 16 Free 
Poster”’* Lithographers Natl. Associ- | ing 
(in black and white or ation | 
color) 295 Madison Avenue | 
New York, New York | | 
““A Newspaper in the Bray Pictures, Inc. | Newspaper pro- ; i ft ths $1 
Making”’ Educational Department duction | 
729 Seventh Avenue | | 
New York, New York 
“Railroad Transportation” | Bureau of Mines | Transportation ? 30 | 16 Free 





* A new 16 mm. film, “Living Lithography!,” 
Lithographers National Association. 


TasB_e III, RECOMMENDED Sipe FILmMs witH SounpD 


was released in March, 1941. This may also be secured from the 








Subject 














Wilmington, Delaware 


dealer) 


(Films distributed through local 


“The Human Touch” 


eae Length | Width 
Company Distributing Title of Film of nd in 
Film ‘ 
Film Minutes | m.m. 
Bendix Products Division “The Right Mixture” Salesmanship | ? | ? 
Bendix Aviation Corp. | 
South Bend, Indiana 
Chrysler Corporation “Better Merchandising Moves Used | Salesmanship | ? 
341 Massachusetts Cars” 
Detroit, Michigan “Times Like These” 
Coca-Cola Bottling Co. “Along Main Street” Retailing 30 16 





Coopers, Inc. 
Kenosha, Wisconsin 





“Progress Now Snares the Sneeze” 








Sales Promo- 
tion 
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TABLE III. Continued 



























































| , 
ye ength | Width 
Company Distributing Title of Film | S = ct L 8 | s 
Film | Film | Minutes\| m.m. 
Curtis Publishing Co., Inc. “Three Little Cans” | Marketing and | 20 | ? 
Independence Square advertising | 
Philadelphia, Pennsylvania | 
Dodge Brothers Corp. “All In a Day’s Work” | Salesmanship ? ? 
Detroit, Michigan “Better Balanced Business” | 
“The Human Way” | 
“Keeping Step With Opportunity” | 
“The Modern Way to Display Used Cars’’| | 
“The Penalty of Habit” | | | 
“The Transportation Merchant” 
Ford Motor Co. “Performance Per Salesman” | Salesmanship | ? ? 
Dearborn, Michigan “Profits in Trucks” | 
“Sales Take Steam” | | 
“Salesmanship As Good As the Car” 
Specialty Appliance Division “‘Angel Finds Heaven” | Salesmanship , 35 
General Electric Co. “At Home on the Range” 
Schenectady, New York “How a GE Refrigerator Pays for Itself” | 
(These films can be used as either | “Second Honeymoon’”’ | 
sound or silent. A script is avail- | ‘““Water, Water Everywhere” 
able to accompany the silent | “What Are the Principles of a Sale” | | 
pictures.) “When and How to Close a Sale” 
“Which Offers the Most” 
“Why a GE Refrigerator Gives You | 
More for Your Money” 
“Why Your Work Should Be Organized” | 
Department of Public Relations | “The Third Link” | Customer Re- 15 | 16 
General Motors Corp. | search and 
1775 Broadway | 35 
New York, New York 
Institute of American Meat | “Meat on the March” | Marketing and | 30 35 
Packers | “Meat Marches On” advertising | 
s9 East Van Buren Street 
Chicago, Illinois 
Investors Syndicate | “Selling Living Protection” | Salesmanship ? 35 
200 Roanoke Building | “Building Prospect Street” 
Minneapolis, Minnesota | | | 
Libby, McNeill, and Libby, Inc. | ‘“‘Let’s Go in the Movies” | Salesmanship 30 
Union Stock Yards | 
Chicago, Illinois 
Owens-Illinois Glass Co. “Thar’s Gold in Emerald Green” Salesmanship 1g | 
Toledo, Ohio | 
Plymouth Division “Competitive Selling—Chevrolet”’ | Salesmanship ? e 


Chrysler Corp. 
Detroit, Michigan 


“Competitive Selling—Ford” 
“Handling the First Interview” 
“It’s Your Business” 

“Nobody Else but You” 

“Plan to Win” 
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Taste III. Continued 





Company Distributing 
Film 


Title of Film 


Subject | Length 
of | in 
Film 


Minutes 


Width 
in 
m.m. 





| “Plymouth Chassis” 


“Safety Steel and Safety Styling” 

“Plymouth in the Commercial Car 
Field” 

“Plymouth Engine and Transmission” 

“Selling on the Road” 

“Step Ahead with Plymouth” 

“Stepping Ahead in Salesmanship” 





“Used Car Sense and Dollars” 
“What Makes a Car Run” 
“‘Who’s Ready to Buy” 

“The Woman in the Case” 
“Your Great Invisible Partner” 











Air Express Division 
Railway Express Agency 
230 Park Avenue 

New York, New York 





| “On Wings of the Morning” 


| Transportation | ? ? 


| 
| | 








projection apparatus always set up 
and, possibly, keep our catalog and 
maybe our film library, if any. 
Teachers who replied to the question- 
naire were asked to indicate the films 
and slides that they had found most 
helpful in their classes and that they 
were willing to recommend to others. In 
Tables II and III the titles of all that 
could be identified are listed. Letters 
were mailed to 36 companies named on 
the questionnaires as producing certain 
recommended films, the titles of which 
could not be found in the catalogs that 
were available. Replies indicated that in 
some cases the recommended film had 
been withdrawn or that it could only be 
shown by a representative of the com- 
pany. Fifteen firms had not yet replied 
at the time this article was written. For 
these reasons, a few of the films men- 
tioned on the questionnaires do not ap- 
pear in the tables. Information was not 
available concerning the width of some 
of the motion picture films. In such 
cases, they probably are 16 mm. wide, 
as they are usually made in this size. 





Several good catalogs which contain 
fairly complete descriptions of current 
films are available. The most helpful 
single reference for marketing teachers, 
however, is the annual “Leading Sales 
Films of (Year) and the Results At- 
tained,” published in Sales Management 
in the October Io issue of each year. This 
annual review of the year’s leading sales 
films was first published in 1935. Educa- 
tional Film Catalog, by Dorothy E. Cook 
and Eva Rahbek-Smith, can be used to 
advantage. It is published by the H. W. 
Wilson Company of New York City. A 
second revised edition of this catalog was 
issued in October, 1939. Annual supple- 
ments are released each October and 
quarterly supplements in January, April, 
and July. Another useful catalog is 7000 
and One—The Blue Book of Non-Theat- 
rical Films. It is published by the Educa- 
tional Screen, Chicago, Illinois. The 
Sixteenth Annual Edition, 1940-1941, is 
now available. All of the catalogs men- 
tioned were used in identifying recom- 
mended films appearing in the tables. 
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CONSUMPTION LEVEL; CONSUMPTION STANDARD; 
PLANE OF LIVING; STANDARD OF LIVING 


JOSEPH S. DAVIS 
Food Research Institute, Stanford University 


Epitor’s Note: The definitions of consumption level, 
etc., below and the brief discussion were part of a paper 
read by Dr. Davis before the Pacific Coast Economic Asso- 
ciation, December 28, 1940. The columns of the Fournal 
are open to readers for comments upon these concepts. 


‘“<QTANDARD OF LIVING” is a phrase that 
has long been used by professional folk, 
and it has passed into common usage. Un- 
fortunately, it is used in several different 
senses, even by specialists. The resulting 
confusion is almost disgraceful. My principal 
aim is to try to differentiate some of these 
senses and to clarify four concepts in particu- 
lar that should, I think, be sharply distin- 
guished. These are: (1) consumption level; 
(2) consumption standard; (3) plane of 
living; and (4) standard of living. Instead of 
using the same term for all four concepts, 
and even more, I suggest that “standard of 
living” be reserved for a single one, except 
where a modifying adjective is employed. 

A comparatively recent useful book en- 
titled High-Level Consumption (New York, 
1935), by William H. Lough and an associate, 
strengthens my conviction that “consump- 
tion level” is about what most people ordi- 
narily have in mind when they speak of the 
standard of living, and what many others, 
more precisely minded, mean when they 
speak of the scale, plane, or level of living.' 
Considering an individual, a family, a small 
social or economic group, a community, or a 
nation, one may ascertain or estimate how 


1Cf, E. E. Hoyt, Consumption in Our Society (New 
York and London, 1938), p. 265: ““. . . the scale or plane 
of living... is merely the goods and services actually 
consumed. . . . [It] is the materially measurable form of 
the standard.” 
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much of commodities and services the in- 
dividual or group actually consumes within a 
given period. The careful analyst here en- 
counters problems of definition and scope, as 
well as of measurement and aggregation. But 
even crude approaches yield discernible dif- 
ferences among individuals and among 
groups, with regard to their respective ‘‘con- 
sumption levels”; and this is also true in com- 
parisons between two different periods of 
time for a particular individual or group. 
This concept is relatively simple. It is 
needed, particularly in these days when both 
consumer economics and consumption eco- 
nomics’ are receiving belated attention. And 
for this concept the term applied seems ap- 
propriate and reasonably satisfactory. The 
terminological shortcomings appear largest 
when one attempts to compare roughly cor- 
responding groups in two different nations 
with widely divergent cultures; examples are 
British and Japanese textile workers, Cana- 
dian wheat farmers and Burmese rice growers. 
The deficiencies are only moderately less be- 
tween the extremes within a single country; 
such are Arkansas sharecroppers and Uni- 
versity of California professors, or the slum 
dwellers and financial magnates on New 


21 regard “consumer economics” as a study of eco- 
nomic processes and problems from the standpoint of 
consumers, and therefore analogous to “business eco- 
nomics.”’ “Consumption economics,” on the other hand, 
is part of the realm of economics in the broad sense, 
analogous to the economics of production or distribu- 
tion; proceeding from the standpoint of society as 4 
whole, it is a study of those economic processes and 
problems that are concerned with the consumption Oo! 
wealth rather than with the production or distribution 
of wealth. 














cO- 

of 
co- 
nd, 
Se, 
bu- 
sa 
ind 
of 
ion 








THE JOURNAL OF MARKETING 


165 





York’s East Side. Whereas the word “‘level’”’ 
or “plane” connotes something two-dimen- 
sional, we need a word that implies three 
dimensions or more. But the alternative 
phrase “consumption content” hardly serves, 
and thus far I have found no better solution 
than to use the phrase “consumption level,” 
with suitable allowances and interpretations 
to offset its admitted shortcomings. 

The “consumption standard,” it seems to 
me, is what economists frequently have in 
mind when they use the phrase “standard of 
living” in a sense different from “‘consump- 
tion level.’’* It is not necessarily, perhaps not 
even commonly, the consumption level ac- 
tually experienced. Rather, it is that con- 
sumption level which an individual or group 
earnestly strives to attain, to maintain if 
once attained, and to regain if lost. Most 
commonly, perhaps, the consumption stand- 
ard is somewhat above the consumption 
level; but it is seldom hopelessly far above it, 
except when the level experienced falls sub- 
stantially, and then severe privation is felt 
until level or standard is readjusted. 

These two concepts, however, fail to do 
full justice to ideas of the standard of living 
that have been current. Twenty-five years 
ago, Arthur E. Monroe and I worked up some 
338 definitions of economic concepts for 
which we could find neither publisher nor 
encouragement to put into print. No. Ig on 
our list was this: 

The standard of living refers to those habits of con- 
sumption and saving which an individual or group 
strives to maintain. The term is sometimes applied to 
the amount of consumption and saving which is typical 
of a group at a given time. 


I have outgrown this definition now; but the 
reader will observe not only that it distin- 
guishes between level and standard, but also 
that saving is included along with consump- 
tion as an element in both. This is one of 
several points on which consumption levels 
and standards seem to me differentiable from 
the broader concepts that I prefer to desig- 
nate as planes and standards of /iving. 


* Cf. H. J. Davenport, The Economics of Enterprise 
(New York, 1925), p. 3: “A standard of living is merely a 
level of consumption so fixed in habit that any falling 
short is felt as a privation.” 


The most difficult concept to clarify is that 
of the “plane of living,” and I am not ready 
to offer a succinct definition. I regard it as an 
objective, experienced actuality, like the con- 
sumption level. The “standard of living”’ is 
a subjective something which bears the same 
relation to the plane of living that the con- 
sumption standard bears to the consumption 
level.t The standard of living proper is the 
plane of living which the individual or group 
earnestly seeks and strives to attain, to main- 
tain if attained, to preserve if threatened, 
and to regain if lost. Subjective though it is, 
it exerts a powerful influence on economic 
and social affairs. 

Consumption level relates to quantities 
consumed, however hard it is to arrive at an 
appropriate aggregate of such diverse quanti- 
ties of very different things that men actually 
consume. The plane of living, on the other 
hand, is best evidenced by outcome rather 
than intake, by the net effects of consumption 
under the physical, economic, and spiritual 
conditions in which the consumption takes 
place. The various end results include health, 
productivity, satisfactions, and other sub- 
jective and objective entities. The consump- 
tion level is always a factor in the plane of 
living, but its relative importance can readily 
be exaggerated. 

It is a moot point whether we should in- 
clude in consumption not merely consumers’ 
economic goods (including services), self- 
produced as well as exchanged, but (a) free 
goods, which are supplementary to or even 
competitive with economic goods; (b) the 
use of certain capital goods by workers in the 
course of their work, such as plant facilities 
in factories (e.g., in heat, light, sanitation, 
safety) in which such marked advances have 
been made in the past century; and (c) the 
mere availability of community goods (in- 
cluding organizations and services), publicly 
or privately provided, apart from the actual 
use of such goods by the consumers. Regard- 
less of whether the term consumption be 


‘Cf. Hazel Kyrk, 4 Theory of Consumption (Boston 
and New York, 1923) p. 175: “... a standard of living 
is a psychical fact... an attitude toward, a way of re- 
garding, or of judging, a given mode of living. It is a 
subjective view of certain objective facts.” 
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stretched to include all of these, we must 
take full account of them in appraising the 
plane of living. 

There are various elements in the plane of 
living which are not present, at least as such, 
in consumption levels. One is the net length 
of the working day and week, or the effective 
amount of leisure per week or year. True, 
shortening of working hours and enlarge- 
ment of leisure time materially affect the 
workers’ forms of consumption; but this is 
not a mere duplication of the change in the 
proportions of time devoted to work and 
leisure. Another such element is the degree 
to which the individual enjoys freedom of 
choice—as to occupation, hours of work, 
residence location, housing, food, recreation, 
thinking, and voting. Still another is the de- 


gree of security of life, health, income, and 
social position. 

I am disposed to consider all these four 
concepts useful and important; to welcome 
attempts to devise measures or indicators of 
consumption levels, planes of living, and dif- 
ferences between these and their respective 
standards; and to believe that research on 
these problems will eventually provide a 
common ground for cultivation by the econo- 
mist, sociologist, ethical philosopher, and 
social reformer. I feel that, in this general 
realm, our immense outlays on collecting 
and digesting data on family income and 
expenditures have been in part wasted be- 
cause too little had previously been done on 
what are fundamental issues of concept and 
technique. 


EFFECTS OF WEIGHTING AND OF DISTRIBUTIVE PRICE 
CONTROLS UPON RETAIL FOOD PRICE COMPARISONS 


E. T. GRETHER © 
University of California 


Epiror’s Nore: Jn overruling the editor-in-chief’s 
policy forbidding publication of his own writings during 
his term of office, the Editorial Board has been moved by 
the obvious importance of his conclusions for a type of 
statistical investigation which has attracted much attention 
in recent years. 

” RECENT YEARS a considerable number of 

investigations have been made of retail 
food prices in various types of outlets as in- 
dependent, supermarket and chain store. 
Typically these studies were limited to well- 
known branded products and weighting was 
not attempted. Outstanding exceptions are 
the Chain Story Inquiry of the Federal Trade 
Commission! which weighted the products 
by the quantity of purchases of chain and 
independent dealers but was restricted to 
branded merchandise, and the 1939 study of 
C. F. Phillips? which employed the eighty- 
four items used by the Bureau of Labor 


1Vol. IV, Prices, Margins and Special Discounts and 
Allowances of Chain and Independent Distributors. Gov- 
ernment Printing Office, Washington, 1933. 

2 “Supermarket and Chain-Store Food Prices,” The 
Journal of Business, Vol. X11, October, 1939, pp. 323- 
336. 


Statistics including fresh meats and fresh 
fruits and vegetables and also the weighting 
of the Bureau.’ 

Below are recorded the results of a limited, 
experimental survey of retail food prices in 
San Francisco during the first week in July, 
1940.‘ The results of this investigation reflect 
two sets of influences; viz. (1) weighting 
based upon standard food allowances, (2) the 
impact of statutory price control rights. The 
food items are those employed by the Heller 
Committee for Research in Social Eco- 
nomics of the University of California in set- 
ting up quantity and cost budgets for fami- 
lies,> and were prepared by Ruth Okey, 
Associate Professor of Home Economics, 
University of California. But prices were 
collected only for those food products on the 
Heller list which are so well standardized as 


’ The weights employed were those for Syracuse by 
the B.L.S., based upon food purchases in Syracuse. 

‘ The writer is indebted to Albert Brundage, Flood 
Fellow in the College of Commerce at the University of 
California for the collection and tabulation of the data. 

5 See Quantity and Cost Budgets for Four Income 
Levels, University of California Press, 1939. 
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Taste II. Weexty Dotiar Out ays at Executive’s STANDARD (TABLE I Prices) 















































Percentage Comparisons o 
Classes of Stores Outlays. C. en = 00 J 
Products Weights | Neighbor- Ind 
hood Inde-| Small Super- Chain we Small Super- 
pendent | Markets | markets Stores pendent Markets | markets 
Sroves Stores 

Milk 18.000 1.980 | 1.980 1.980 1.980 | 100.0 100.0 | 100.0 
Butter 1.750 648 632 621 607 | 106.8 104.1 | 102.3 
Eggs 1.333 377 385 376 S73 | 101.1 103.2 100.8 
Salad oil «375 .069 .065 .o61 .060 | 115.0 108.3 IO1.7 
Vegetable shortening 500 .105 . 100 .089 .090 116.7 I1I.1 98.9 
Canned tomatoes 2.286 932 322 . 297 . 286 115.7 | 112.6 103.8 
Tomato juice 2.667 . 203 . 200 .187 .179 113.4 | 11.7 104.5 
Coffee -750 -195 . 188 .180 .182 107.1 103-3 | 98.9 
Tea .125 .052 | .OS1 .048 .049 106.1 | 04.1 | 98.0 
Sugar .1§0 .080 | .078 .O77 .O77 103.9 | 101.3 100.0 
Flour (white) . 204 .099 | .093 | .089 .084 117.9 | 110.7 106.0 
Rolled oats . 2496 -034 | .032 .030 030 113.3 | 106.7 100.0 
Wheathearts .1786 .042 | .040 1040 | — .039 107.7 102.6 | 102.6 
Wheatena 2273 | .054 | .052 .O$t | .050 108.0 104.0 | 102.0 
Macaroni 1.000 | .080 | .080 O73 | was | 206.9 | 106.7 | 97.3 
Rice .250 044 | .043 | .O4I .040 110.0 | 107.5 102.5 
Raisins 333 027 | .027 | .020 | .o18 | 150.0 | 150.0 | a11.1 
Prunes ag2 .059 | .060 .058 .058 101.7 | 103.4 100.0 
Bread (low price) 2.000 .240 . 240 | .240 | .240 | 100.0 100.0 100.0 
Bread (high price) 2.000 . 300 .300 | .300 | -300 | 100.0 | 100.0 100.0 
Totals: 5.019 4.968 | 4.858 | 4.817 104.19 | 103.13 100.85 








to quality as to allow close comparison be- 
tween stores.° The chief products omitted 
were fresh meats and fish, fresh fruits and 
vegetables and cheese. The particular food 
products selected and the weights assigned 
in the Heller Committee study are based 
upon a compromise between essential nutri- 
tional needs and consumers’ buying habits 
locally. Thus the items (i.e. on the full list) 
would provide adequately for family health 
bur they do not represent the minimum costs 
of obtaining this result because it was ap- 
preciated that compromises must be made 
based upon existing modes of local consump- 
tion. The quantity estimates are for the 
family of an executive, consisting of four 
persons (man, wife, boy aged eleven, and girl 
aged five) and for a wage earner’s family of 
five (man, wife, boy aged eleven, girl aged 
five, and boy aged two). 

The stores from which prices were ob- 


6 Identical brands were used when stocked; otherwise 
brands considered to be of the same quality. 


tained are intended to provide a representa- 
tive sample of the retail food outlets in San 
Francisco. Thus prices were obtained from 
twenty-three small, neighborhood independ- 
ent stores, seven small markets, five super- 
markets and four chain stores. Since there is 
only one food chain system of consequence in 
San Francisco it was unnecessary to use a 
large sample for this type of outlet. The 
various types of stores are distributed 
throughout the city. No attempt is made in 
the comparisons below to segregate the 
limited service and service establishments. 
The chain stores, however, did not deliver or 
give credit. The supermarkets did not extend 
credit, but three delivered if vegetables and 
meats were purchased. Six of the smaller 
markets gave free delivery and four had 
charge accounts. Eighteen of the independent 
neighborhood stores provided free delivery 
and nineteen extended credit to some degree, 
often small. 

Table I portrays the unweighted “market 
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Tase III. Weexty Do.tiar OutLays at WAGE Earner’s STANDARD (TABLE I Prices) 


















































Percentage Comparisons o 
Classes of Stores Ouslays. rn regal d 
Products Weights N, 23 » | | 23 | | 
Neighbor- | 7 E 4 Ind 7 | 5 
hood Inde-| Small Super- Chain xs f- | Small | Super- 
pendent | Markets | markets Stores pendent | Markets | markets 
pe | Stores | 
Milk 18.000 | 1.980 1.980 | 1.980 | 1.980 | 100.0 | 100.0 | 100.0 
Butter | 2.000 -740 -722 | -710 .694 | 106.6 | 104.0 | 102.3 
Eggs | 1.667 -472 482 .470 .467 | 101.t | 103.2 100.6 
Salad oii | 333 .061 .058 | 054 | 053 11$.1 109.4 101.9 
Vegetable shortening . §00 .10§ | .100 | .089 | .090 | 116.7 111.1 98.9 
Canned tomatoes | 3.000 435 | 433 390 | 375 | 116.0 | 112.8 104.0 
Tomato juice | .9697 074 | 073 | 068 | .065 | 113.8 | 112.3 | 104.6 
Coffee 750 | 195 | .188 | .180 .182 | 107.1 103.3 | 98.9 
Tea | 250 | 103 | .101 .097 | .098 | 105.1 103.1 99.0 
Sugar 350 =} . 187 .182 -179 | -179 | 104.5 IOI.7 100.0 
Flour (white) 153 | 074 | .070 | .067 .063 | 117.5 III.1 106.3 
Rolled oats .7984 | -108 | .103 | .097 | .096 | 112.5 107.3 101.0 
Wheathearts -1429 | .034 .032 .032 | O31 | 109.7 103.2 103.2 
Wheatena .1818 | .043 | .042 1041 | — .040 107.5 105.0 | 102.5 
Macaroni | 2.000 .160 | .160 .146 | .150 | 106.7 | 106.7 | 97-3 
Rice E 375 = | .066 | .065 .062 | .060 | 110.0 | 108.3 | 103.3 
Raisins .500 | O41 040 | .030 .028 | 146.4 | 142.9 | 107.1 
Prunes .500 | .089 | .ogt | ~ .087 .088 | 101.1 | 103.4 | 98.9 
Bread (low price) | 4.500 | .540 | .540 | .540 | .540 100.0 100.0 | 100.0 
Bread (high price) | 4.500 | 675 | .675 | .675 | .675 100.0 | 100.0 | 100.0 
| 2. | 
| | 
Totals: | | 6.182 | 6.127 | 5.994 | 5.954 103.83 | 102.91 | 100.67 





basket” type of price comparison which has 
been most common in price studies. On this 
basis the independent dealers’ prices aver- 
aged 8.4 per cent above those of the chains 
and the small markets and supermarkets 
were 5.61 per cent and 1.31 per cent respec- 
tively higher than the chains. There was con- 
siderable variation among types for the 
Various items; most significant is the com- 
plete uniformity of prices for milk and bread 
and the small variation of the arithmetic 
mean for some of the staples, as butter and 
eggs. 

Tables II and III indicate the average 
weekly dollar outlays that would have been 
made by executives’ and wage earners’ 
families if they had bought from the four 
types of stores according to the standard food 
budgets and at Table I prices. Each total 
figure represents the hypothetical weekly 
outlay if the total budget for the family had 
been acquired from the given type of outlets. 





It should be noted that the Table I prices 
used for the computations are the means of 
all the stores of a given type. The differentials 
between the types of stores are greatly re- 
duced when the products are weighted in 
terms of the Heller Committee quantities 
necessary to maintain an adequate standard 
of consumption. Thus, in the case of execu- 
tives’ families, the range of variation is only 
4.19 per cent between the independents and 
chains and 3.13 per cent and 0.85 per cent 
between the small markets and supermarkets 
and chains. For the purchases of the larger 
families of wage earners the differentials are 
even less; viz., 3.33 per cent, 2.91 per cent 
and 0.67 per cent. The differentials between 
the various types of retail outlets are nar- 
rowed by weighting because the products of 
largest “‘standard” consumption either had 
uniform prices between the stores (as milk 
and bread) or had narrow ranges of variation. 

This uniformity or narrowing of the price 
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range between types undoubtedly is the con- 
sequence of the distributive price control 
statutes of California. Most important are 
the Unfair Practices Act, which prohibits 
loss leaders and sales below costs, and the 
Desmond Act, which authorizes the Director 
of Agriculture to fix minimum wholesale and 
retail prices for fluid milk. The Fair Trade 
Law affects the food trade only slightly.’ 


7 For a detailed analysis of these acts and of their 
application prior to 1939 in California see Grether, 


In San Francisco at the time the prices were 
collected the minimum mark-up required for 
retail food products under the Unfair Prac- 
tices Act was Io per cent over wholesale cost. 
The outstanding fact, of course, was that the 
two big staples, milk and bread, not only 
were not being used as leaders but were 
priced uniformly between stores. 





E. T., Price Control under Fair Trade Legislation, Chap- 
ters 3-7 inclusive. 


THE PROBLEM OF QUESTION FORM IN THE MEASURE 
OF SALES BY CONSUMER INTERVIEWS 


EDWIN E. GHISELLI 
University of California 


N CONNECTION with consumer interviews 

in marketing research considerable atten- 
tion has been given to the wording of the 
questions from the standpoint of the effects 
upon responses. Unfortunately, however, 
most of the investigations and discussions 
have overstressed the consequences of varia- 
tions in wording upon responses. The object 
of this note is to report the effects of changing 
the wording of one common query used in 
house-to-house interviews, namely, what 
brand of a given commodity is purchased. 

The accepted procedure is to word ques- 
tions concerning brands purchased in terms 
of the last brand purchased, as ‘““What brand 
of X did you purchase /ast?” Variations of 
this wording are not permitted. The writer’s 
interviewers have reported that many per- 
sons when asked this question reply “I usually 
purchase brand A.” Under rigid interview 
conditions, the interviewer cannot accept this 
answer and must repeat the question. How- 
ever, few of them report that the interviewee 
changes the brand named under such circum- 
stances. It seemed desirable, therefore, to dis- 
cover whether wording the question ““What 
brand of X do you usually purchase?” gives 
different results. 

To this end, two questionnaires were pre- 
pared relative to the brands of bread, coffee, 
canned soup, salad dressing, butter, washing 
soap, breakfast cereal, flour, and cigarettes. 


In one questionnaire all of the items were in 
the last purchase form, as “What brand of 
coffee did you purchase last?” and in the 
other the items were in the usual purchase 
form, as ‘“What brand of coffee do you usually 
purchase?” These questionnaires were used 
in interviewing 466 housewives in their 
homes, 228 of them being asked the last 
purchase questions, and 238 of them the 
usual purchase questions. All interviews were 
done in the city of Berkeley, California, and 
both groups of interviewees were equally 
represented in the various age and economic 
groups. 

To a question dealing with the brand of a 
given commodity purchased, an interviewee 
may answer in any one of three ways as 
follows (1) stating the name of a brand, (2) 
reporting that she does not use the commod- 
ity, or (3) that she does not know or remem- 
ber. As far as the brands mentioned are con- 
cerned, there were no significant differences 
in the frequencies with which they were re- 
ported in the two different question forms. 
On the average the difference was 0.6%. 
Similarly, no significant differences occurred 
in the proportion of persons reporting that 
they did not purchase the commodity in 
question, the average difference being 0.1%. 
Larger differences were manifest in the case 
of the don’t know answers, an average of 
3.6% more persons giving this answer to the 
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usual purchase questions than to the last 
purchase questions. However, for most ques- 
tionnaire studies, a difference as great as 
3.6% falls within the range of variation at- 
tributable to chance error, and therefore 
probably cannot be considered particularly 
significant. 

These findings indicate that in house-to- 


house interview studies, the interviewer may 
be permitted more latitude in the wording of 
questions relative to brands purchased than 
is usually given. The probable result will 
be that the housewife being interviewed 
will be presented with a somewhat less ar- 
tificial situation and will be freer in her an- 


swers. 




















Marketing Research in Progress 


Committee on Research 
J. HAROLD STEHMAN, Editor 








A. RESEARCH IN UNIVERSITIES 
University of Illinois 


The final report of a detailed study made 
by R. C. Ashby and others on the reactions 
of dealers and consumers to graded and 
branded beef will be available shortly. 

Professor Ashby is now engaged in super- 
vising for the State of Illinois a survey which 
will aim to determine just how Illinois live- 
stock is marketed. This is part of a study 
being made throughout the entire corn belt 
under the supervision of a committee of the 
agricultural experiment stations in the area. 

“Feeder Cattle Sales at Country Points in 
Illinois,” (Bulletin AE-1662) summarizes a 
survey made to determine the extent to 
which farmers buy their feeder cattle from 
local sources. Something over 125 dealers in 
feeder cattle were interviewed. 

Forthcoming is a circular dealing with the 
economic problems involved in storage of 
grain by farmers, by L. J. Norton. This 
brings up to date a series of publications on 
this general topic which extends over a 
number of years. 

“Business Policies of Country Grain Ele- 
vators,” (Bulletin 477) by Dr. Norton, sum- 
marizes several years of study of the opera- 
tions of this important type of business in the 
State of Illinois. 

In Illinois Farm Economics, No. 72, May 
1941, there is an article entitled “Status and 
Trends in Transportation of Illinois Grain,” 
by Dr. Norton, which summarizes research 
work being done in this field. Included in this 
report is a survey of maps showing the freight 
rate zones to some of the principal primary 
markets for Illinois grain. 

“Governmental Regulations of the Sale 
of Milk,” (Bulletin AE-1575) was recently 
prepared by R. W. Bartlett at the request of 
the Illinois Legislative Council for use by 
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members of the legislature in connection with 
consideration of a milk control act. 

Bulletin AE-1585 summarizes a milk mar- 
keting conference held at the University of 
Illinois. This includes abstracts of a number 
of papers, including one by Dr. Bartlett on 
“Store Distribution and Use of Paper Con- 
tainers as Ways for Increasing the Consump- 
tion of Milk,” a subject on which Dr. Bart- 
lett is doing considerable research. 

In the field of horticultural marketing, 
work is being carried on by V. A. Ekstrom 
under the general direction of Prof. J. W. 
Lloyd. Professor Lloyd has been on leave of 
absence during the past year and has been 
studying some of the problems involved in 
foreign trade in horticultural products. Mr. 
Ekstrom has released three reports not 
previously mentioned in these notes: “‘Mar- 
keting Illinois Peaches, 1939,” (AE-1418, 
May 1940); ‘Marketing Madison and St. 
Clair Counties’ Truck and Vegetable Crops, 
1941,” (AE-1620, May 1941); and “Crop and 
Market Information for Nearby Vegetable 
Growers,” (AE-1556, February 1941). At the 
present time, Mr. Ekstrom is giving his at- 
tention to the marketing problems of the 
vegetable growers around our large city 
markets. In this connection, an experimental 
marketing news service on a local farmers’ 
market was carried on last summer at the 
Randolph Street Market in Chicago and is 
being continued this year. 


University of Minnesota 

Minnesota Income Study. Market analysts 
and economists have long been interested in 
obtaining and analyzing data on the distribu- 
tion of income by size. During the past three 
years a wealth of original and official primary 
data have been gathered by the Minnesota 
Income Study, a research project sponsored 
by the Minnesota Resources Commission. 
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These data have all been made available to 
the University of Minnesota for further study 
and analysis. They probably represent the 
most comprehensive body of statistical ma- 
terials on income distribution by size that has 
yet been assembled in any one state. 

The Cooperative Research Station of the 
United States Department Commerce and 
the University of Minnesota is preparing a 
monograph, based on the income data avail- 
able for Minnesota, on the possible market 
uses of income data within a single city. 

A grant of funds by the Rockefeller 
Foundation has made possible a series of re- 
lated studies based upon the income data for 
the state and its political subdivisions. These 
studies will be carried out during the coming 
year. Some of the specific projects of interest 
to market analysts are: 

1. Reliability of sampling techniques in study of in- 

come distribution. 

2. Analysis of factors determining distribution of 
family incomes. 

3. Feasibility of using unemployment compensation, 
state income tax, or other available series of data 
as basis for estimating annual income data. 

4. Investigation of deficiencies in income to meet 
minimum standards in standards and housing. 


5. The origin and utilization of money income in 
Minnesota, 1936-1941. 


Market Data for Labor Markets. The staff 
of the Employment Stabilization Research 
Institute of the University of Minnesota has 
undertaken a study designed to provide 
market data for labor markets comparable 
to the market data now available in major 
commodity markets. The purpose of the 
present project is to test, develop, and dem- 
onstrate techniques by which modern urban 
communities may maintain satisfactory 
measures of current labor supplies and de- 
mands within the community and may thus 
provide effective labor market data. The 
City of Saint Paul has been selected as the 
laboratory in which the appropriate tech- 
niques and procedures are being developed 
and demonstrated. 

Five interrelated divisions of the project 
have taken form as the project has advanced. 
The first is concerned largely, though not 
entirely, with the analysis, adjustment, and 
more rapid reporting of data already regu- 


larly available through the State Division 
of Employment and Security. In Minnesota, 
this Division is responsible for the adminis- 
tration of unemployment compensation. It 
receives and tabulates the regular quarterly 
reports from employers which form the basis 
for payroll taxes and unemployment benefits. 
It also collects and records the employment 
data furnished by employers for the Federal 
Bureau of Labor Statistics. 

A second study is concerned primarily with 
relief administration as it affects the local 
labor market. It will provide continued ad- 
vice as to significant changes in administra- 
tive policies that may affect current labor 
market conditions. The three remaining 
divisions or studies propose to describe sup- 
plies of labor, demands for labor, and frictions 
in the local labor market, respectively. In 
one of them, a close check on current labor 
supplies is maintained by means of a con- 
tinuing sample survey of the population. A 
second makes use of the data of employment, 
hours, wages, and earnings to measure cur- 
rent demands and trends in demands for 
labor. The third proposes means for evaluat- 
ing the frictions or barriers that prevent the 
equilibration of existing supplies and de- 
mands. 


Northwestern University 


The following Ph.D. theses have been 
completed in the field of marketing since 
June, 1941. Copies will be available in the 
University libraries. 

Brown, Horace Brightberry, Jr., B.S. in 
Commerce, University of Mississippi, 1931; 
M.B.A., Northwestern University, 1932: 
“The Development and Present Status of 
the Cooperative Marketing of Cotton in the 
State of Mississippi.” 

Brown, William Francis, A.B., University 
of California, 1933; M.A., University of 
California, 1934: “Department Store Market 
Analysis.” 

Seibert, Joseph Charles, B.S. in Com- 
merce, Miami University, 1932; M.B.A., 
Northwestern University, 1933: “Price Be- 
havior and Industrial Activity.” 

One M.B.A. thesis has also been com- 
pleted: 
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Lapp, Charles Leon, B.A., Southwest Mis- 
souri State Teachers College, 1936: Effects 
of Consumer Education on the Housewives 
of Aurora, Missouri. 


The Ohio State University 


R. W. D. Bartels, of the University of 
Washington, has completed his doctoral dis- 
sertation at Ohio State, on the subject of mar- 





Assistant Professor Thomas F. Jones, of 
Lehigh University, has nearly completed an 

investigation of the buying practices of 
smaller department stores. Some 60,000 in- 
voices from six typical stores, located in 
three different states, have been completely 
analyzed and tabulated. Professor Jones is 
now preparing the analysis of what the tabu- 
lations show. 

Assistant Professor H. W. Johnson, of the 
Citadel, has completed his doctoral disserta- 
tion at Ohio State on the subject of quota 
setting procedures for wholesale druggists. 

Assistant Professor O. E. Dille, University 
of Tennessee, is making rapid progress on his- 
doctoral dissertation, which attempts to dis 
cover and measure the factors which account 
for the importance of Knoxville, Tennessee, 
as a wholesale center. 

Francis Babione, of Otterbein College, is 
starting work on his doctoral dissertation 
which will deal with the economics of func- 
tional discounts. 

W. W. Cook has completed a master’s 
study dealing with the problems involved in 
marketing a specialty product—the Instant- 
Whip method of distributing whipped cream. 

Robert W. Henderson of Illinois Wesleyan 
University has completed a master’s thesis 
dealing with display practices of Columbus, 
Ohio, drug merchants. 

Leonard Sternberg has also completed a 
master’s thesis dealing with the promotional 
value of sponsored teams in amateur sports. 

Dwight Stewart has completed a master’s 
thesis which involved an investigation of cer- 
tain factors to be considered in granting con- 
sumer credit. 

Milton Beller has completed a study en- 
titled “A Critical Analysis of the Literature 
of Installment Credit,” 


B. RESEARCH IN GOVERNMENT BUREAUS 
Agricultural Marketing Service 


Cotton: Preliminary work has been started 
on a study of price differences used in settle- 
ment of cotton futures contracts. The Cotton 
Futures Act provides that settlements for 
cotton of grades other than the basis grade 
delivered on futures contracts shall be based 
on the average of commercial differences 
prevailing in not less than five spot markets 
designated for this purpose by the Secretary 
of Agriculture. Ten markets are now desig- 
nated for this purpose. In computing aver- 
ages of price differences in these markets, 
simple or unweighted averages have been 
used. From time to time criticism has been 
made of the method of computing the aver- 
ages as well as the choice of markets used for 
this purpose. 

The present study is divided into two 
phases, the first of which is designed to de- 
termine, within the framework of the present 
statute and the present system of delivery 
on cotton futures contracts, the most logical 
distribution of markets and the most sound 
and equitable method of averaging price dif- 
ferences prevailing in such markets for de- 
termining differences to apply in settlement 
of contracts. The second phase will be de- 
signed to determine, from the long time point 
of view, the most sound and equitable system 
of price differences, assuming that such 
changes will be made in the statute and in 
exchange rules as may be desirable from the 
standpoint of improving the system of 
futures trading in cotton. 

Cotton Grade Index: A single over-|l measa- 
ure of cotton grade will be shown in future 
monthly Cotton Grade and Staple Reports 
of the United States Department of Agri- 
culture. This over-all measure—an index of 
average grade similar to data now published 
on average staple length—will indicate rela- 
tive changes in the grade of cotton produced 
from year to year in a given area, or from 
one ginning period to another, or differences 
in the grade of cotton produced in two or 
more areas. 

To construct this index, the 3-year (1937- 
39) 10-market average price of each grade 
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(15/16 inch staple) was calculated. This 
average for each grade was then divided by 
the average for Middling White 15/16 inch 
cotton, the result being expressed as a per- 
centage of Middling White. The constant for 
Middling White is thus 100, and the con- 
stants for grades above and below Middling 
vary from 100 as their 3-year average prices 
vary from the average for Middling. 

The index number for grade is useful for 
comparative purposes and has a number of 
practical applications, Department officials 
say. Growers, for example, will have an 
arithmetical measure of the effectiveness of 
their quality improvement programs; ginners 
will be provided with another guide toward 
better lint preparation; and buyers can watch 
general grade changes. 

A table showing the index of grade and the 
average staple length for the 1936-40 crops, 
by States and by specified ginning periods 
may be obtained upon request to the Agricul- 
tural Marketing Service. 


Farm Credit Administration 


Dry Beans: Marketing and distribution are 
important phases of a study relating to the 
organization and operation of producers’ co- 
operative bean marketing associations now 
in progress in the Cooperative Research and 
Service Division. The project is designed 
primarily to facilitate closer coordination of 
the activities of bean marketing cooperatives 
and to assist in improving their services and 
increasing their effectiveness. To do this the 
project embraces both wholesale and retail 
distribution features, with a view to making 
available information regarding demand for 
the several commercial classes of dry beans 
in various sections of the country. 

The project is divided into three parts: 
(a) Limited survey of retail distribution of 
dry beans and principal competing com- 
modities in three important retail distribu- 
tion centers; (b) survey of distribution of 
dry beans, canned beans and rice by whole- 
sale distributing agencies throughout the 
United States capitalized at $50,000 or more; 
and (c) study of organization structure and 
operating policies and practices of producers’ 
cooperative bean marketing associations. 


Preliminary reports are now in preparation 
relating to (a) and (b), and a bulletin will be 
issued later incorporating all three portions 
of the study. 

Changes in Methods of Retailing Fluid 
Milk: Recent years, especially those since 
1935, have witnessed probably the most 
revolutionary changes in methods of retailing 
fluid milk since the advent of pasteurization, 
glass bottles, and large-scale distribution. 
These changes have come in three principal 
directions. First, the size and type of con- 
tainer has been altered. As much as 60 per 
cent of the milk in some cities is being sold in 
gallon and half-gallon containers. As much 
as 80 per cent of the milk sold through stores, 
or 40 to 50 per cent of the total, in some cities 
is being packaged in fibre containers. 

Secondly, the sales channels have been 
changed. In Chicago, for example, the per- 
centage sold through stores increased fom 15 
to 50 between 1930 and 1940. The three 
largest dealers sold only 47 per cent of the 
milk in 1940 as compared with 75 per cent 
in 1930. Itinerant peddlers or vendors, own- 
ing their delivery equipment, handled 35 per 
cent of the milk in 1940 as compared with 
only 2 per cent in 1930. 

Thirdly, the types or varieties of milk have 
increased greatly in number. Some dealers 
now have as many as I1 or 12 different types 
of whole fluid milk for sale in the same size 
and type of container—pasteurized, homo- 
genized, irradiated, raw, certified, special 
breed milk, high test, low test, metabolized, 
modified, and various combinations of these 
types. 

Changes of this type have had a profound 
influence upon the many milk cooperatives 
engaged in milk distribution. They have 
also affected the bargaining and marketing 
associations through their impact upon con- 
sumption, stability of sales outlets, and other 
factors. Interest in these developments has 
been unusually keen because of their revolu- 
tionary nature as well as the possibilities 
they contain for a reduction in price spreads 
in the milk distributing field. 

The Cooperative Research and Service 
Division of the Farm Credit Administration 
undertook a study of these changes in May, 
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1941, with a view to obtaining more complete 
and tangible information than has been 
available so far on the nature and extent of 
any changes. The objective has been to study 
their effect upon costs, volume of sales, dis- 
tribution of sales, and other factors; to sum- 
marize briefly the experiences of dealers 
using the newer methods; and to attempt to 
determine some of the factors responsible for 
delaying or speeding up the introduction of 
the newer methods in separate markets. 
Plans for the study, on which field work was 
started in June 1941, call for personal visits 
to 10 or 12 markets in all parts of the country 
to obtain statistical data and other informa- 
tion from milk dealers, cooperatives and 
other market agencies. The completed study 
will be available in the near future. 

Manufacture and Distribution of Fertilizer 
by Cooperative Dry Mixing Plants: The Co- 
operative Research and Service Division has 
been conducting a research project to deter- 
mine the advantages and possibilities which 
cooperative fertilizer manufacturing associa- 
tions located at interior points offer farmers. 
For the past few years a number of these in- 
terior associations have been operating at 
different points in the United States, es- 
pecially in the South. Some of these associa- 
tions operate solely as fertilizer manufac- 
turers while others combine the fertilizer 
manufacturing as a sideline activity with 
marketing or ginning. 

These interior fertilizer associations gen- 
erally serve areas ranging from two or three 
counties up to ten or twelve counties. De- 
liveries are made direct to farms by trucks. 
The bulk of the business of these associations 
comes from farms within a radius of fifty 
miles of the plants. For distances greater than 
seventy-five miles the hauling charges are 
usually too high for effective service. In such 
cases delivery is made by rail to the nearest 
shipping point and then by truck to the farm. 

A cash policy i is usually followed by these 
fertilizer associations in which payment for 
fertilizer is made at the time of delivery or 
within a short period thereafter. These fer- 
tilzer associations use the open formula plan 
in order that their farmer-members may 
know the content of the fertilizer. 


There are several definite advantages 
which these fertilizer associations have for 
rendering effective service. In the first place 
there is a saving in freight through the ship- 
ment of raw materials directly from source 
of supply to the area of consumption. 
Secondly, the investment necessary for plants 
in rural areas is generally less than for plants 
located in the larger cities or ports. Third, 
living costs and thus wage scales are usually 
lower in rural areas. Another important ad- 
vantage which these plants have is that types 
of fertilizers used in various sections vary 
because of differences in soil, personal pre- 
ference on the part of the growers, and other 
conditions, and the iocal mixing plants can 
supply local needs to better advantage than 
plants located more distantly and which 
manufacture wide lines of fertilizer to meet 
different sectional demands. The fifth ad- 
vantage is the location of these plants in the 
consuming areas where they are in position 
to render quick service. This is especially 
valuable to farmers in emergency cases. It 
was found in the study that farmers usually 
prefer to deal with the local plant where they 
know the men and the operations. 

These plants are financed for the most part 
by their farmer-members and because of 
this, other things being equal, the farmer- 
members will patronize them in preference 
to others. Associations of this kind which 
have been most successful have had the 
following general characteristics: Good and 
experienced management, sufficient volume 
for economical operation, a strict credit 
policy, locations where large quantities of 
fertilizer are used, sufficient financial interest 
on the part of members, and good member- 
ship support. 

Distribution of Marchinery by Farmers’ Co- 
operatives: A study of machinery distribution 
by farmers’ cooperatives, conducted during 
the past year, will be available shortly. The 
study is designed to show the purposes and 
accomplishments of the cooperatives in 
wholesale and retail handling of tractors 
and general farm machinery. The main 
factors that have led farmers to apply co- 
operative methods in purchasing machinery 
have been high prices of machinery, large 
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farm outlays for that product and close rela- 
tion between expenditures for machinery 
and farm income. Machinery records of 24 
local retail cooperatives and of 4 wholesale 
associations are presented to _ illustrate 
methods of operation and general results ob- 
tained. It was found that local cooperatives 
distributing machinery direct from manu- 
facturers probably have greater difficulty in 
helping farmers than those associations that 
operate under a wholesale cooperative as- 
sociation. Wholesale purchasing associations 
are better equipped than local cooperatives 
to assemble the necessary capital and tech- 
nical skill for successful operation. This has 
been shown in recent years by success in as- 
sembling co-op tractors under wholesale as- 
sociations and by more satisfactory purchase 
contracts with implement manufacturers. 


Bureau of Foreign and Domestic Commerce 


The Bureau has established a National 
Economics Unit under the direction of 
Arthur R. Upgren, of the University of Min- 
nesota. James A. McCullough, formerly of 
Boston, and Richard M. Bissell, Jr., of Yale 
University, will be associated with the new 
unit of the Bureau. The work of the unit will 
embrace a study of general national econom- 
ic policies and developments in the fields 
that have become of primary interest to the 
Bureau. 

Estimates of income payments in the 
various states for the year 1940, together 
with revisions for earlier years, were released 
in the August issue of the Survey of Current 
Business. The state income estimates now 
include an allowance for the wage-income of 
interstate commuters in the metropolitan 
areas of New York City and Washington, 
D. C. The August Survey also presents esti- 
mates of the percentage change in income 
payments in the various Census regions for 
the first 5 months of 1941 over the compara- 
ble period of 1940. The expansion in income 
payments in different regions since the de- 
fense program has been surprisingly uniform, 
despite the extremely unequal distribution 
of defense contracts. As compared with 1929, 
however, wide shifts in the geographical dis- 
tribution of the income have occurred. These 


data should be of particular interest to those 
concerned with marketing in developing 
future trends of marketing activity. Revised 
estimates of monthly income payments for 
the years 1929-41 were published in the July 
issue of the Survey. 

A description of the Revised Seasonally 
Adjusted Index of Passenger Car Sales also 
appeared in the August issue of the Survey of 
Current Business. The new index adjusts for 
the changing seasonal resulting from the 
shift in the introduction date of the new 
models 

The Current Business Analysis Unit has 
announced a new monthly release covering 
department store credit experience. Revision 
of department store data, secured through 
the Board of Governors of the Federal Re- 
serve System, has enabled this Unit to con- 
struct new monthly indexes of department 
store open and installment accounts receiv- 
able, as well as to continue information 
formerly released on department store col- 
lections. The first release, issued in July, 
covered department store credit operations 
from December 1939 through June 1941. This 
material is now being issued on a current 
month basis. 

The 1940 Retail Credit Survey, covering the 
credit sales, receivables, and bad-debt losses 
of 15 types of credit-granting retail stores, is 
now partially completed. Preliminary re- 
leases have already been issued on the follow- 
ing trades: Department, Furniture, House- 
hold-Applicance, Jewelry, and Men’s cloth- 
ing stores. 


Interstate Commerce Commission 


Three exhibits of especial interest to mar- 
keting men were introduced at St. Louis in 
July at the opening hearings before the Inter- 
state Commerce Commission in Dockets 
28300 and 28310 (Class Rate Case): 

“Natural Resources of the United States 
by Freight Rate Territories,” prepared 


under the direction of W. H. S. Stevens, As- 
sistant Director of Statistics of the Commis- 
sion, with the assistance of George M. 
Saharov and Edward C. Bryant. 

“Railroad Freight Service Costs in the 
Various Freight Rate Territories,” prepared 
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under the direction of Ford K. Edwards, 
Principal Economist in Charge of the Com- 
mission’s Cost Section. 

“Some Suggestions for Improvements in 
Railroad Class Rates,” by C. G. Jensen of 


the Commission’s Bureau of Traffic. 


Bureau of Labor Statistics 


Trends in the operation of key defense in- 
dustries were investigated by means of a 
survey of operating schedules in June. The 
industries covered in the December and 
March surveys of operating schedules were 
sampled again, and copper mining, lead 
mining, zinc mining, blast furnaces, rolling 
mills, steel works, and the manufacture of 
tanks and ordnance were included for the 
first time. Analysis of the results of the 
survey will be published shortly in the 
Monthly Labor Review. The analysis of the 
March survey of operating schedules ap- 
peared in the August issue of the Monthly 
Labor Review and separate reports on March 
operating schedules in shipbuilding, machine 
tools, chemicals, aluminum manufacture, 
brass, bronze, and copper products, and 
electrical machinery, apparatus, and supplies 
have been released. 

Indexes of employment and man-hours in 
18 important defense industries are being 
prepared for early publication in the Monthly 
Labor Review. The indexes will be given for 
each month back to January 1939 and will 
reveal trends in man-hours devoted to de- 
fense industries. 

Employment in defense construction and 
comparisons of actual progress with the 
Bureau’s estimates of construction schedules 
are now made public in two series of releases: 
one dealing with estimates of the labor re- 
quirements for defense construction by the 
federal government, and one dealing with 
actual performance. These releases present 
data on expenditures for labor, expenditures 
for materials, man-hours, and employment. 
The data are taken from reports submitted 
by every contractor and subcontractor work- 
ing on federally financed defense construction 
projects. 

Reports on the labor requirements in the 
ordnance industry (explosives, ammunition, 


guns, tanks and armor) will be added this 
fall to the Bureau’s series of studies of the 
labor requirements in the major defense in- 
dustries. Estimates will be made of the num- 
ber of workers required to fulfill contracts 
let by the government. 

The effects of the “freezing” of silk stocks 
on employment was studied by the Bureau 
the week that the order became effective. 
Employment in all silk-using firms was de- 
termined by means of a telegraphic survey, 
and arrangements were made to obtain simi- 
lar reports in September. A one-hundred per 
cent coverage of the silk industry and the 
gathering of periodic employment reports are 
planned in order to measure the dislocation 
resulting from the “freezing” order. Employ- 
ment in all hosiery manufacture was also 
surveyed. On the basis of a recently com- 
pleted study of the hosiery industry, the 
Bureau has prepared a report on the pos- 
sibility of reorganizing the manufacture of 
hosiery and lingerie to use silk substitutes. 

The Bureau is now gathering data on the 
labor force and employment conditions of 
the nonferrous metals industry. Agents are 
visiting a large number of establishments 
engaged in the mining, smelting, and early 
fabrication of nonferrous metals in order to 
secure information on equipment used, pro- 


duction methods, and the distribution of 


employment among workers of various skills. 
Wages, hours, and working conditions in 
these industries are also being studied. 

At the request of the Office of Production 
Management, the Bureau is studying the 
occupational skills required for the manu- 
facture of airframes, airplane motors, and 
propellers, and setting up a scheme of oc- 
cupational classification. Wage rates generally 
paid for each skill are also being determined. 
The major plants throughout the country 
will be visited in the course of the survey. 

In order to gain an insight into the effects 
of minimum wage legislation on the workers 
and plants involved, the Bureau has followed 
the experiences of some 500 workers who 
were employed in the cotton garment in- 
dustry in early 1939 at wage rates less than 
thirty cents an hour, and who were separated 
when the thirty-cent minimum went into 














n~e 


wan te wet @8 20 Gase 


=— 














THE FOURNAL OF MARKETING 





179 





effect. The measures taken by 28 plants in 
adapting their work to the minimum wage 
scale were also studied. 

The Bureau has recently issued reports on 
earnings and hours in the processed waste, 
jute bagging, seamless hosiery, furniture, 
textile dyeing and finishing, rayon and silk, 
and wood turnings, shapes and other wood 
products industries and in the establish- 
ments of independent leaf tobacco dealers 
and in selected men’s apparel industries. 
Wages and hours in the glove industry are 
now being studied. 

Field work has been begun on the 1941 
survey of union scales of wages and hours, 
the results of which will appear in the fall 
issues of the Monthly Labor Review. 

The Bureau is expanding its survey of 
labor turn-over in manufacturing industries 
in order to meet the need for more extensive 
data. The sample of turn-over experience in 

35 manufacturing industries has been in- 
creasing during the past few months at the 
rate of nearly 500 plants per month, and an 
eventual sample of 10,000 plants will shortly 
be attained. Articles based on special studies 
of turn-over in the rubber and machine tools 
industries have been prepared for the 
Monthly Labor Review. 

In order to obtain an indication of the 
effects of the Selective Service Act on in- 
dustry, cooperating plants are now asked to 
report each month the number of men leav- 
ing to join the armed forces. Studies of these 
data, which will indicate the “military sepa- 
ration” rates for a number of industries, are 
now being made. 

A series of reports on trends in productiv- 
ity (1919-1940) is being prepared by the 
Bureau. A study covering the flour-milling 
industry has been completed and studies of 
cement, chemicals, meat packing, and bread 
and bakery products are in progress. Another 
current activity is the extension of the 
National Research Project indexes of pro- 
duction, employment, and productivity to 
1940; these indexes will be kept up to date. 

“Building Construction, 1940,” the Bur- 
eau’s annual review of construction activity, 
will be issued shortly. It will be divided into 
two parts. The first section will be devoted 


to construction trends in 257 major cities 
since 1921 and will present data on permit 
valuations, material prices, union wage rates 
in building construction, and construction of 
dwelling units by type. The second half of 
the bulletin will be devoted to statistics on 
construction activity in approximately 2,400 
identical cities during 1939 and 1940. 

The bulletin on the Bureau’s survey of 
prison labor in 1940 is nearly completed. The 
bulletin will contain statistics on the employ- 
ment of prisoners on useful work and the dis- 
position of prison-made goods based on a 
survey of all state and federal penitentiaries 
and a small number of county prisons. The 
data will indicate the effects of the Hawes- 
Cooper Act of 1929 and theAshhurst-Sumner 
Act of 1935, both of which restrict the inter- 
state movement of prison-made goods. 

A bulletin tracing changes in the price of 
coal since 1928 is now being prepared. It will 
include monthly prices for different grades 
and sizes of anthracite and bituminous coal 
in each of the §1 cities included in the 
Bureau’s quarterly retail price survey and a 
discussion of the price movements. 

Separate reports on the manufacture and 
marketing of furniture and shoes will soon 
be made public. Among the subjects treated 
are the materials and methods used in manu- 
facturing these commodities, methods of dis- 
tribution, the market and price structure, 
and the economic factors influencing retail 
prices. Both of the studies grew out of re- 
search undertaken in order to improve the 
Bureau’s specifications for pricing goods at 
retail. 

The Bureau is continuing its program of 
studying recent changes in living costs in a 
number of typical small cities. Releases on 
changes in living costs since June 1939 in 9 
such cities have been issued and eleven more 
Cities are to be surveyed. Studies of the 
course of living costs in a number of centers 
of defense activity which were investigated 
by the Bureau during 1940 are now being 
brought up to date. They include Bridgeport, 
Conn., Corpus Christi, Tex., Gadsden, Ala., 
San Diego, Calif., and South Bend, Ind. 

Studies of marketing conditions during the 
first World War are now available for the 
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following commodities: beef and pork, coffee, 
cotton goods, dried fruit, furniture, milk 
products, shoes, tin cans, transportation and 
marine war risk insurance, vegetable oils, 
and wool and wool products. Each of these 
reports follows the price trend of the com- 
modity and describes the control measures 
adopted. 

Periodic reports on changes in residential 
rents are now available for about 50 defense 
areas. These reports are being obtained at 
the request of the Office of Price Administra- 
tion and Civilian Supply. An additional 
group of nearly 50 cities has been designated 
for similar surveys within the next few 
months. Copies of the reports or the list of 
cities studied may be obtained by writing 
the Bureau. 

Because of the growing pressure on hous- 
ing facilities in Washington, the Office of 
Price Administration and Civilian Supply 
and the Defense Housing Coordinator re- 
quested the Bureau to survey rentals and 
living arrangements of federal employees in 
Washington and its suburbs for use of the 
House Committee on the District of Colum- 
bia. Information was secured from nearly 
10,000 federal employees on their housing 
arrangements in May of this year compared 
with those of a year ago. An analysis of these 
data, indicating the large proportion of in- 
come spent for rent by lower-salaried federal 
workers, was made public in July. 


Work Projects Administration 


There will be released in the near future a 
report summarizing the origin and develop- 
ment of all major work, relief, and security 
programs. The publication, “Federal Work, 
Security, and Relief Programs,” was pre- 
pared by the Division of Research. 

In August the Division of Research made 
public a monthly survey of unemployment 
which had been in operation since January 
1940. These estimates provide accurate meas- 
urements of unemployment, employment, 
and the size of the labor force. This was the 
first attempt by any public or private agency 
to provide, through actual field counts, the 
much-needed answer to the question, ““How 
many workers are out of work or working 


today?” The guiding principles of this na- 
tional survey are accuracy and speed at small 
cost. 

According to this survey there were 5.6 
million unemployed persons in July, a decline 
of 3.7 million from July 1940. Total employ- 
ment increased by 2.7 million during the year 
and the number in the labor force declined 
by 1 million. Subsequent monthly reports 
will be issued a few weeks after each survey. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
Dun and Bradstreet, Inc. 


Trailing Defense Dollars into Local Mar- 
kets. This study of the effects of the defense 
program on consumer purchasing power out- 
lines the favorable or adverse effects of the 
defense program in about 700 communities. 
About 170 branch offices of Dun and Brad- 
street, Inc. are currently engaged in revising 
these analyses and writing additional sketches 
on those communities which have shown 
marked changes since the publication of the 
previous bulletin. A new bulletin is expected 
to be ready for publication early in Novem- 
ber. 

Survey of Plant Capacity and Zinc Con- 
sumption in the Rigid Steel Electrical Conduit 
Industry. Last June, the Rigid Steel Conduit 
Industry was confronted with a Federal Order 
to curtail the use of the vital raw material, 
zinc. Several members of the industry, realiz- 
that a heavy defense demand for zinc would 
very likely create a shortage in the supply 
available for galvanizing tubing, had already 
requested our Research and Statistical Di- 
vision to serve as the impartial agency in 
conducting a survey to show to what extent 
zinc consumption could be curtailed without 


materially reducing the total production of 


conduit. Equipped with statistical data con- 
cerning the industry’s plant capacity, mem- 
bers of our Research Staff met with represen- 
tatives of the industry (comprising 98 per 
cent of the total production) and representa- 
tives of the Office of Government Procure- 
ment to consider our survey report and to 
devise ways and means of conserving zinc in 
the interests of national defense. On the basis 
of this report and the resolution unanimously 
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adopted by the industry and submitted to 
the Office of Government Procurement, a re- 
vised Federal Order was issued which will 
effect a substantial saving of zinc, without 
discriminating against any member of the in- 
dustry and without appreciably curtailing 
the total conduit production. 


Hearst Magazines, Inc. 


The Allocation of United States Defense 
Expenditures by Consumer Trading Areas is 
the title of a recent compilation prepared by 
the Marketing Division. This helpful tabula- 
tion is supplemented with an interesting dis- 
cussion of the effect of defense spending in 
increasing consumer income and an analysis 
of the concentration of the expenditures by 
type of goods and by the 100 companies 
holding about half of all defense orders. 


Institute of Distribution 


The program inaugurated in Michigan to 
test the effectiveness of retail stores as 
vendors of Defense Stamps, under the leader- 
ship of such Institute group members as 
Woolworth, Sears, Kresge, Cunningham, 
W. T. Grant, Penny, Newberry, Neisner, 
Lerner, McLellan, Western Auto Supply, 
H. L. Green, G. C. Murphy and others, has 
had the enthusiastic and effective coopera- 
tion of chain stores in that state. At this 
writing, plans are being completed to have 
Defense Stamps sold in thousands of stores 
of companies composing the Institute group, 
coast-to-coast. 

The Institute has recently issued a ‘““Sum- 
mary of State Legislation Affecting Re- 
tailers,” covering the period from January I 
to July 1, 1941. This 24-page report records 
the introduction and disposition of more than 
600 bills that were introduced in the first six 
months of 1941 in the 43 legislatures that 
met, then, Affecting Institute members, these 
bills were carefully followed by the Institute. 
Complimentary copies of this summary are 
available to AMA members at the Institute 
as long as its limited remaining supply lasts. 

In order to provide its members with the 
latest information on the rapidly changing 
conditions affecting retail trade with the 
progress of the National Defense Program, 


the Institute has inaugurated a special bul- 
letin service on national defense problems, 
such as priorities, price fixing and other re- 
strictions. This new service, coupled with 
fast legislative reporting and research service 
is proving of concrete assistance to the chain 
store companies which founded and which 
are maintaining the Institute. 

A supplement to the Institute’s “Chain 
Store Bibliography,” issued January 2, 1941 
has been published. It contains 45 selected 
new articles on the subject of chain stores. 
A copy will gladly be sent to any American 
Marketing Association member requesting it. 

A revision of the Institute’s United States 
Directory of Chain Stores is currently in 
progress. Publication of the new edition of 
this new Directory is expected early in 1942. 

For the guidance both of member com- 
panies and of those other retailers who fre- 
quently address inquiries to the Institute on 
the subject, E. W. Simms, General Counsel 
of the Institute, has prepared an analysis of 
the Federal Wage and Hour Law entitled, 
“How the Federal Wage and Hour Law Af- 
fects You.” His report has been issued in 
pamphlet form. Aside from its other cover- 
age, it contains a review of the litigation 
concerning the Law. 

Also, the Legal Department of the In- 
stitute has prepared a timely summary con- 
cerning price control during the first World 
War. The various Federal enactments which 
supplied the authority for price fixing at that 
time are analyzed in this report. 

Another recent Institute publication pre- 
pared by its Legal Department is ‘““The Use 
of the American Flag,” in which the state 
laws governing the display and picturing of 
the American Flag are summarized. This 
report also contains the Flag Code adopted 
by the National Flag Conference of 1923. 
The item is in wide demand. 

Publication of the 1941-42 edition of the 
Retailers Manual of Taxes and Regulations 
is expected late this fall. Besides the regular 
features there will be new sections covering: 
(a) Federal taxes on corporations—excess 
profits, capital stock and income; (b) Federal 
excise taxes of interest to retailers; (c) Selec- 
tive Training and Service Act of 1940 (sum- 
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mary of the original act and its later amend- 
ments); (d) Federal price control enactments; 
and (e) a tabular summary of the Federal 
Fair Labor Standards Act (Wage and Hour 
Law). Additional, direct surveys were made 
among the different state officials administer- 
ing 1) labor laws; 2) laws governing sale of 
optical goods; 3) laws governing the sale of 
toiletries and drugs; and 4) laws governing 
the sale of toy pistols, caps and fireworks, 
etc. 

Also reviewed for the first time this year 
in the Manual is the special problem that 
has arisen as a result of national defense 
priorities for the metals used in sales tax 
tokens. In the states which use sales tax 
tokens for consumer collection of fractional 
amounts of the tax due under state sales tax 
laws, there always has been a substantial loss 
of tokens because of their low intrinsic value. 
As a result, state authorities have had to add 
continuously to the token supplies of their 
states. Most commonly used metals for sales 
tax tokens have been aluminum, zinc, and 
copper. As a result of mineral shortage oc- 
casioned by the national defense program, 
shortages and shifts are anticipated in some 
token states. Tokens made of plastics, for 
example, have now come into use in Wash- 
ington as a result of metal shortage. Impor- 
tant to its members, the Institute is carefully 
studying the subject. Retailers Manual of 
Taxes and Regulations will contain the re- 
sults of the Institute’s study. 


The Textile Foundation 


Minimizing Inventory Losses in the Men’s 
Wear Division of the Wool-Textile Industry, 
is the second of a series of seven prepared for 
the Textile Foundation by the Industrial 
Research Department of the Wharton School 
of Finance and Commerce, University of 
Pennsylvania. (The first report, covering 
denim stocks was reviewed in the last issue 
of the jouRNAL). In making the recommenda- 
tion that sales under blanket orders should 
be made with discretion, if at all, the study 


emphasizes that one of the chief sources of 
inventory losses in the men’s wear division 
of the wool-textile industry during recent 
years has been raw materials bought to cover 
piece-goods sales on which delivery was never 
made or the full-order price never received. 

Other proposals for limiting the shifting of 
inventory risk on sales already made from 
buyer back to seller are considered in the 
report, including the use of hedging, the 
practice of selling for spot delivery, and the 
improvement of trade practices through col- 
lective action. The further development of 
statistical guides which would warn of over- 
buying is stressed as deserving particular 
attention from both mills and clothing manu- 
facturers. 

The third report is Jnventory Guides in 
Cotton Fine-Goods Manufacture. In discussing 
statistical guides for the management of in- 
ventories in the fine-goods industry, this 
report points out that low mill stocks are a 
“danger signal” because they customarily 
give rise to heavy forward buying, followed 
by advancing prices that often stimulate an 
expansion of output far beyond the ordinary 
needs of the market. Such production in- 
creases usually come so late in a buying 
movement as to require almost immediate 
curtailment; yet such action can seldom, if 
ever, be as drastic as the decline in customer 
takings, with the result that heavy mill in- 
ventories are almost bound to accumulate 
once this cycle of events begins. The report 
also discusses the question of whether all fine- 
goods should be made strictly to order. 

Inventory Management in Rayon Weaving, 
the fourth study in the series, shows that the 
policy of selling high-style rayons from stock 
has led to very large inventories. Large 
stocks have been useful in merchandising 
styled rayons, but they have not enabled 
weavers to stabilize output and have resulted 
in losses on slow-moving goods. The vital 
need for more statistical data on which to 
predicate more efficient inventory policies is 
pointed out. 
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MarKETING Potictes, by Hugh E. Agnew 
and Dale Houghton. New York: McGraw- 
Hill Book Company, 1941. Pp. xii, 615. 
$4.00. 

This book deals with merchandising in the 
technical sense of the word. It presents in 
convenient form, with considerable evalua- 
tion of methods and results, a substantial 
body of merchandising thought and experi- 
ence. 

Following no closed organic outline, the 
authors discuss a succession of policy prob- 
lems as the everyday, working concern of 
management. First are the numerous prob- 
lems of guaranteeing competent use of the 
primary methods of product analysis and 
consumer and market research so as to recog- 
nize and avoid impressive but amateurish 


performance as a false basis upon which to 
make decisions (chapters I-IV). 

Second are policy problems regarding the 
selection and use of distributors, wholesalers, 
and other agencies, with some reference to 
the classes of goods involved (chapters V-IX). 

Then follows a whole group of chapters on 
a variety of policy matters—Good-will Pro- 
tection, Private Brand Competition, Prices 
and Profits, Price Policies and Trade Dis- 
counts, Price Making and the New Legal 
Restrictions, Premiums and Contests, Pack- 
ages and Package Inserts, Sampling, Fore- 
casting and Budgeting, Consumer Cam- 
paigns, Industrial Marketing, Public Rela- 
tions, The Consumer Movement, Continuing 
Services, and Barriers to Interstate Trade 


(chapters X-X XIV). 
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Some fifty-five pages of reference material 
are appended with: questions and answers 
for academic stimulation; “The Market 
Index as Used by Cluett, Peabody and 
Company, Inc.”; an analysis of salesmen’s 
calls in the hardware trade; and detailed 
discount practices, with discussion, in the 
sale of over seventy different products. 

The writers call attention to “several new 
chapters . . . in which the material is new in 
the literature of marketing except for oc- 
casional articles in periodicals”. These cover 
interstate barriers, consumer movement, con- 
tinuing services, sampling, premiums and 
contests, packages and package inserts. Of 
these, perhaps the two on sampling and con- 
tinuing services will prove especially interest- 
ing to many readers. 

For its expository approach to all these 
subjects with emphasis upon their merchan- 
dising and policy-making significance, as 
distinct from their advertising and salesman- 
ship bearings, the work is a useful and sug- 
gestive addition to the literature of the 
marketing field. Most beginning students and 
the general public, to say the least, seem to 
the reviewer never to grasp the fundamental 
concept that the real substance of marketing 
lies in the studied “‘adaptation of goods to 
the market,” in spite of the good work of the 
Committee on Definitions of the Association. 

By means of extended discussion the 
authors have given such a broadside of ap- 
plications that the reader is likely to grasp 
the idea better and not to go on through life 
with the vague notion that “merchandising” 
merely means “running a store” that sells 
ordinary convenience goods in a routine way. 
(Surely the dullest reader will get to wonder- 
ing where all the goods come from and how 
they happened to take the forms they bear.) 
As everybody should recognize, the mer- 
chandiser endeavors to find out in advance of 
production what particular combination of 
price and quality will sell best, and not the 
combination he thinks the public ought to 
buy. 

Not intended as a substitute for the slow 
discipline of the problem method and experi- 
ence, where the student must engage in his 
own thorough factoring and defended reason- 


ing before he can form any conclusions, the 
book should nevertheless appeal to marketing 
students and practitioners alike. The clas- 
sical approaches to marketing are assumed 
and not outlined, so that while functional, 
institutional, and commodity analyses are 
employed by the authors, they assume some 
familiarity with the course in general mar- 
keting. 

To the reviewer, the value of the work lies 
in its convenient assembling of concrete il- 
lustrations—together with a running criti- 
cism of them from the standpoint of ma- 
turity and familiarity with marketing prob- 
lems—on a subject which has been curiously 
neglected in this respect. It gives the new lore 
of what has so far been twentieth-century 
merchandising, the ready but not arbitrary 
pragmatic insight that is developing with 
respect to the more critical methods of re- 
search and analysis in originating, testing out, 
and developing salable merchandise as the 
public wants it and can pay for it. 

Speciality and shopping goods have been 
combined, from the standpoint of “sales 
practice” instead of “buying habits” (which 
may be the same thing under different 
names), and “technical” goods have been 
added as a class of consumers’ goods. A 
“three-factor index” of sales potentials is 
suggested to help one rationalize the con- 
fusing problem of multiple factors: while (1) 
ability to buy, (2) willingness to buy, and 
(3) business conditions may not sound new 
or startling, still the combination has a great 
deal of irresistible common sense about it for 
a person fretting over a list of some seventy 
or more suggested possibilities. 

In all such discussions, the book avoids 
elaborate statistical formulas and digressions 
on research methods and technics, the whole 
statistical matter of the text appearing more 
arithmetic and casual (see pp. §4, §8, and $9) 
than otherwise. The reasons for this are 


that these subjects are discussed at length 
in separate treatises readily available and 
that the authors believe the fruitful employ- 
ment of the more technical research frame- 
work must be preceded by and supplemented 
with the sort of plain attempts at under- 
standing which they have provided. 
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To the extent that they show what the 
subject matter of marketing textbooks really 
looks like when viewed as a complex body 
of operating policies, the writers live up to 
their claim that ““This book literally starts 
where most books on the general subject of 
marketing leave off.’’ Yet numerous authors 
of some of the standard “elements” and 
“principles” may not readily concede the 
claim at all points. A few may even pause 
over the assertion (p. 285): “The point is that 
cost—someone’s cost—will determine the 
lowest price.” What they well know, but do 
not say here, is said on pages 272 and 297 
about the 1927 price of the new model Ford, 
which “in the long run, proved ‘about right’ 
although for a period of time the Ford Motor 
Company lost a million dollars a day while 
developing the necessary quantity out- 
put....”” (Italics added). The reviewer can 
be forgiven, in view of the emotional price 
controls and disturbances now threatening 
all over the world, for wanting to write-in 
these words, “‘someone’s expected, future 
costs.” 

Incidentally readers will find plenty to dis- 
agree with and then to think over; e.g. ‘“The 
reason why advertising can be done more 
economically on a national scale is not ob- 
scure, but promoters of local media have so 
skillfully confused the issue that few have 
taken the trouble to analyze it.” (p. 153). Or 
again, ‘At least in theory there is no reason 
why a manufacturer should maintain a sales 
organization or do any selling except to the 
distributors who voluntarily come to him” 
(p. 145). All this is on the subject of ‘““Team- 
work with Distributors.” Or this: “The 
chains have not made a very good case for 
themselves in showing that they are able to 
handle merchandise less expensively than 
equally intelligent independents” (p. 118). 
Also: “With the rapid growth of the chains, 
most of which offer their own brands, na- 
tionally advertised products have declined 
as a part of the grocer’s total business. The 
‘supers’ have reversed this trend with strik- 
ing results. Now nationally branded food 
products are gaining rapidly not only in the 
volume sold but in their proportion of the 
day’s total sales” (p. 108). 


— 


To find such a book under the title 
Marketing Policies was a pleasant surprise to 
the reviewer, who had supposed the work 
was simply a revision of an earlier textbook. 
The thing to do is forget the review and read 
the book. Any professor of marketing can 
find here enough fascinating illustrations to 
sell his subject to every student on his 
campus. 

H. W. WIDENER 
University of Buffalo 


Sates Manacers Hanppook, edited by 
John Cameron Aspley. Third Revised Edi- 
tion. Chicago and New York: Dartnell 
Corporation, 1940. Pp. 1040. $6.50. 


To those readers who are familiar with the 
earlier editions of this practical book not 
much comment is necessary. The 1940 edi- 
tion has been thoroughly revised by elimi- 
nating out-of-date material and by adding 
much current information of great value to 
the practicing marketing excutive. The editor 
maintains that the third edition is ““manda- 
tory” because of the ‘“‘maze of federal, state 
and even local regulation which has changed 
many traditional selling practices, especially 
those commonly referred to as ‘high pres- 
sure.’”’ 

The editor uses the term Sales Management 
in the broad way, covering all the different 
divisions of selling, viz., policies, practices, 
procedures, organization, and the basic con- 
cepts connected with marketing methods, re- 
search, costs, and pricing. Foreign and 
domestic selling, as well as retail, wholesale, 
and producer selling, are considered. 

This is a handbook with the advantages 
and disadvantages of the typical work of this 
kind. The practitioner will find much useful 
information readily accessible, the student 
will find a wide variety of interesting data 
summarized in an effective manner, the 
teacher may use the book as a handy refer- 
ence and for supplementary reading for the 
members of his class. The chief advantage of 
the book is that it presents in compact form 
much information found only in widely 
scattered sources. 

There are thirty-five chapters dealing with 
such subjects as: distribution and direct- 
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selling trends, trade marks and trade names, 
unfair competition, selling policies, prices 
and discounts, premiums and sales induce- 
ments, market determination, sales budget- 
ing and organization; compensation of sales 
executives, branch managers, and salesmen; 
selecting, training, routing, aiding, and super- 
vising salesmen; salesmen’s quotas, expense 
control, contracts, contests, bulletins and 
publications. Advertising and other forms of 
sales promotion are covered. Advertising 
agencies, appropriations, media, mailing lists 
and sales correspondence are other topics 
given considerable space. Collection methods 
and export selling with a separate chapter on 
selling in Canada are included. The last 
chapter in the book presents some useful in- 
formation concerning sales equipment and 
where to buy it. 

The publication is well supplied with 
charts, maps and much statistical material 
of current interest that can be useful in many 
individual instances. It is to be regretted that 
the editor had to use the 1930 population 
census. 

J. F. Pyte 
Marquette University 


INTRODUCTION TO ADVERTISING, by Arthur 
Brewster and Herbert Palmer. New York: 
McGraw-Hill Book Company, 1941, 4th 
Edition. Pp. xvi, 524. $2.50. 

This text was first published in 1924, 
seventeen years ago, when the literature in 
the field was less voluminous, and when 
scholarship had not been focused on the sub- 
ject to any consequential degree. A new edi- 
tion of this pioneer work justifies a reap- 
praisal in the light of current treatments of 
advertising. 

The organization of the book remains pre- 
eminently teachable. An introductory part 
covers the usual material on the background, 
justification, and integration of advertising. 
A second part, “How to Write Advertising,” 
covers copy writing; a third part, “How to 
Display Advertising,” covers illustration, 
layout, typography, color and printing me- 
chanics; part four, “Where to Publish Ad- 
vertising,” discusses media selection, and 
part five covers ‘““The Operating Side of Ad- 


vertising.” An appendix brings together 
various miscellaneous aspects of the field. 

It is probably inevitable that an introduc- 
tory discussion of a field as complicated as is 
advertising should constitute an _ over- 
simplification. An author must, therefore, 
reconcile himself to a very cursory coverage 
of questions on which considerable research 
has contributed to a considerable volume of 
literature. Even though it is entirely impos- 
sible to develop the various aspects of the 
field, the present reviewer senses a disregard 
of recent developments, rather than a critical 
synthesis of them. Moreover, it is possible 
that various controversial points are pre- 
sented from one aspect alone. 

Frequently, academic people look with 
scorn on business men because the latter are 
said to be superficial, to operate without 
scholarship or documentation. There is a re- 
verse side to this complaint: academic people 
sometimes display a touching faith in the 
printed word, and rest their cases on what- 
ever citations they happen to find. In a field 
as controversial as advertising has been, a 
writer can document any point he chooses to 
support. 

In the present text, it is needless to press 
the point beyond a few instances. On page 
433, the text discusses determination of the 
advertising appropriation, and precedes the 
suggestion of three methods (a percentage of 
past or expected sales, a lump sum, and the 
assessment method) with the statement, 
“There is no recognized way to decide this 
(the appropriation).” Haase’s The Advertis- 
ing Appropriation, and a number of articles 
in Printers’ Ink would appear to the con- 
trary. 

In commenting on Starch’s 4n Analysis 
of Over 3,000,000 Inquiries, page 486, the 
authors comment, “Dr. Starch’s findings con- 
stitute one of the most valuable contribu- 
tions ever made in the advertising field.” The 
reviewer would suppose that Rudolph’s Four 
Million Inquiries From Magazine Advertising 
published five years later would have super- 
seded Starch on this point. 

Possibly the generalization can be made 
that much of the revision in this edition con- 
sists of an uncritical acceptance of the sales 
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promotional material of firms having one 
sort or another of service to sell. Thus, much 
of the critical and conscientious literature 
which has appeared in academic journals and 
monographs appears to have been over- 
looked, with the result that the present 
edition seems to be unnecessarily over- 
simplified and a trifle old-fashioned. 

These comments are not meant as a der- 
ogation on a tried and teachable text. But 
it is hoped that the next edition of Jntroduc- 
tion to Advertising will constitute a more basic 
revision, with more consideration of the 
growing literature of the field. 

Lawrence C. Lockey 
Philadelphia, Pa. 


RETAILING BY PHarmacists, by A. Hamilton 
Chute. Minneapolis: Burgess Publishing 
Co., 1941. Pp. ix, 333. $3.50. 

Students of retail distribution have long 
advocated a more thorough training in retail 
merchandising for retail pharmacists. Schools 
of pharmacy beset with the demands for 
scientific training inherent in the profession 
have not always found it feasible to give 
their students adequate retail training. Col- 
leges of Commerce have urged pharmacy 
students to register in their merchandising 
courses but commerce college prerequisites 
have too often interfered with this. 

Retailing by Pharmacists was written pri- 
marily for pharmacy students at the Uni- 
versity of Minnesota. As Dean Rogers states 
in his Foreword “‘about 80 per cent of our 
graduates become independent retail pharm- 
acists and in this book an effort has been 
made to present them with material that is 
sound from a marketing viewpoint as well as 
reasonably practical.” The foreword also calls 
attention to the absence of a suitable text for 
retail pharmacy students. This book is cited 
as an effort to conserve the “distinctive pro- 
fessional aspects of this type of retailing 
enterprise and to emphasize the need of keep- 
ing the definitely commercial business opera- 
tions on an ethical and high professional level 
consistent with the practice of pharmacy.” 

A book of this type raises the fundamental 
question as to whether or not retailing can 
best be given in the environment of a college 


of commerce or as a specialized presentation 
in a professional college of pharmacy. If the 
latter, we may then expect advertising, ac- 
counting, selling and other commercial 
courses to be organized for presentation in 
the professional sense implied in this book. 
The book has thirteen chapters. Chapters 
I and II deal with the broad distribution as- 
pects of pharmacy retailing. Chapters III 
to XII inclusive emphasize the retail operat- 
ing and merchandising problems and Chapter 
XIII is concerned with government regula- 
tion and public relations. The specific sub- 
jects included in Chapters III to XIII are: 


Organizing, Locating and Financing a 
Drug Store 

Drug Store Layout, Equipment and Light- 
ing 

Risks Facing the Pharmacists 

Purchasing for the Drug Store 

Pricing and Minimum Resale Price Main- 
tenance 

Sales Planning and Sales Promotion in the 
Drug Store 

Display and Advertising as Promotional 
Media for the Pharmacists 

Promotional Opportunity in the Prescrip- 
tion Department 

Selling, Services and Personnel 

Costs, Expense and Records in the Drug 
Store 


Obviously, Dr. Chute had the problem of 
selecting materials to meet the objectives of 
the course. He has chosen wisely and is quite 
justified in devoting one third of the book to 
Advertising, Sales Promotion, and Personal 
Selling. The book blends admirably a sound 
marketing approach, basic economic con- 
siderations and the technical application of 
store management and operation to phar- 
macy retailing. 

The illustrations are well chosen. Those 
involving displays and advertisements are 
especially good. Up to date and modern store 
front and arrangement displays emphasize 
recent trends in store modernization and 
layout. The brief summary at the end of 
each chapter serves to emphasize important 
points as well as to form a transitional para- 
graph for the next chapter following. 


OO 
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If the author anticipates a wider distribu- 
tion of the book it might be well to arrange 
his materials under more chapter headings. 
For example, discussions of turnover, slow 
selling merchandise, stock to sales ratios are 
discussed under purchasing. The book is 
somewhat cluttered up with footnotes. The 
reader would no doubt find it easier to have 
reference, at the close of the chapter or ina 
separate appendix rather than in footnotes. 
As a minor suggestion, the reviewer recom- 
mends the term “Buying” be used in place of 
“Purchasing” in Chapter VI. 

Chapter I, The Pharmacist in the Market- 
ing Process, Chapter II, The Pharmacy 
Among Retail Institutions, Chapter XIII, 
Government Regulation and Public Rela- 
tions, present a well rounded picture of the 
economic and legal environment of the retail 
pharmacy. This discussion should prove of 
special interest to the marketing student. 

Chute’s statement of the results of fair 
trade is concise and judicial. “It is probably 
too early to appraise the ultimate entire 
effects of fair trade contracts upon dealers 
and upon their customers. Unquestionably, 
small independent drug retailers have been 
given a degree of relief from substantially 
lower prices quoted by larger retail institu- 
tions. Some retail pharmacists claim they are 
enjoying increased patronage on certain fair 
trade items which customers no longer find it 
worth while to go to down town shopping 
goods stores to purchase. 

“However, there is a tendency for retailers 
in an area to accept such a specified minimum 
resale price as a market price and to put 
increasing pressure upon wholesalers and 
manufacturers in case the margin obtainable 
under sale of items at minimum price is not 
sufficient to provide for profitable handling 
of goods.” 

The chapter on government regulation and 
public relations is most timely. The legal 
framework surrounding retailing has been 
extended and has become more rigid during 
recent years. Retail pharmacists in particular 
are subject to increasing legislation. In a suc- 
cinct manner Chute has outlined the public 
relations problems of the retail pharmacists. 
An analysis of these problems should be a 





“must item” for all engaged in the distribu- 
tion of pharmaceutical products. 

In summary, Chute’s Retailing by Pharma- 
cists is a practical, useable guide to the man- 
agement and operation of a retail pharmacy. 
Manufacturers, wholesalers and retailers will 
find it most helpful. Obviously, it fills the 
need for a retail textbook especially designed 
for use in colleges of pharmacy. 

KENNETH DAMERON 
The Ohio State University 


Do You NEeEp Some Money? by Alliston 
Cragg. New York: Harper & Brothers, 
1941. Pp. xiii, 271. $2.25. 

This volume falls into two parts, the first 
of which consists of a brief discussion of the 
specialized institutions furnishing consumer 
credit and the second of which gives a brief 
summary of the many alphabetical agencies 
organized by the New Deal to cope with the 
problems of the depression. 

As for the government agencies, it is help- 
ful to have a convenient short summary de- 
scribing each, but so far as the description of 
consumer credit institutions goes, the job has 
been more accurately done in the Public 
Affairs Pamphlet Credit for Consumers, and 
particularly for the prospective user of con- 
sumer credit in the booklet published by the 
Better Business Bureau Jf You Must Borrow. 

When we turn from the purely descriptive 
to the interpretation which is intended to 
justify the inclusion of consumer credit 
agencies and government alphabetical agen- 
cies in the same book, economists will find 
Mr. Cragg’s economics naive. They cannot 
accept the breakdown in the distinction be- 
tween producer credit and consumer credit in 
the technical sense, nor can they accept con- 
sumer credit as synonymous with consumer 
purchasing power. 

Furthermore, Mr. Cragg’s thesis that con- 
sumer credit will solve all the maladjustments 
of our economy suffers from over-simplifica- 
tion of the problem, and his denial that de- 
fense spending will solve unemployment is 
rapidly being contradicted by the facts. 
Rather than further stimulus to expansion 
of “Consumer Credit,” as suggested by the 


author, the important problem of the econ- 
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omy at the moment is one of subordinating 
all other activities to the exacting demands of 
the defense program without accelerating the 
development of inflation. 

Some time in the future when we will be 
reversing the present process to go from pro- 
duction for defense to production for peace- 
time purposes, the wider use of consumer 
credit (in its narrow sense) may contribute 
slightly to ease the transition. 

M. R. NEIFELD 
Newark, N. 7. 


ConsuMER Market Data. Ottawa, Canada: 
Dominion Bureau of Statistics, 1940. Pp. 
li, 88. $.50. 

On the whole, the Canadian Consumer 
Market Data handbook issued by the Do- 
minion Bureau of Statistics is modeled after 
the Consumer Market Data hand book issued 
some time ago by the Bureau of Foreign and 
Domestic Commerce in Washington. (For a 
review of the latter, see THE JOURNAL OF 
MARKETING for January, 1940.) 

The purpose of the Canadian handbook is 
“to bring together under one cover some of 
the salient facts of population, production 
and distribution, broken down into small geo- 
graphical units convenient for the market 
investigator.” Fifty-six individual statistical 
series are shown in its tables, while eighty- 
two individual statistical series are presented 
in the American Consumer Market Data 
handbook. The smaller number of series in 
the Canadian study is accomplished by omit- 
ting and combining some of the series com- 
piled in the United States handbook. 

The similarity of information on consumer 
market data for the two countries—in par- 
ticular the results of the Census of Business 
for the United States and of the Census of 
Merchandising Establishments for Canada— 
contributes to the usefulness of these statis- 
tics to market investigators. 

Hucu G. WALEs 
Washburn College 


THe Output or MANvuFACTURING INDUS- 
TRIES 1899-1937, by Solomon Fabricant. 
New York: National Bureau of Economic 
Research, Inc., 1940. Pp. xxiii, 683. $4.50. 


This is the first volume in a series of studies 
on industrial output and productivity in the 
United States between 1899 and 1937. The 
primary objective of this first report is to 
trace the changes which have occurred in the 
physical output of manufacturing. A second 
volume, based upon the first, will depict 
changes in the efficiency of factory produc- 
tion and in the relationship between output 
and employment. A third study will survey 
production and productivity in the non- 
manufacturing industries. This series of stud- 
ies was begun in 1937 by the National Bureau 
of Economic Research with funds provided 
by the Falk Foundation. 

The present work is divided into two 
principal parts. Part one surveys the chang- 
ing aspect of manufacturing output and out- 
lines the most significant movements and 
trends for all manufacturing, for major fac- 
tory groups, and for individual industries. 
Part two considers in greater detail the 
changes in the output of individual indus- 
tries, as shown by the indexes computed from 
Census data. There is also presented evidence 
of the shifts in the commodity pattern of the 
output for each of the industries studied. 
Slightly more than half of the book consists of 
appendices, which discuss the data and the 
methods of computation and also provide 
extensive tables showing the indexes of 
physical output, with basic data on the 
quantity, value, and price of hundreds of 
products for each of the Census years, 1899- 
1937. 

Perhaps the most significant conclusion of 
the study is that, during the 38 years sur- 
veyed, factory output increased at a more 
rapid rate than has been generally recognized 
or than has been shown by earlier measure- 
ments. It indicates that between 1899 and 
1937, when population increased 73 per cent, 
factory output rose 276 per cent, or at a rate 
of 3.§ per cent a year. During this same 
period, the Day-Thomas index, one of the 
earlier recognized measurements, rose only 
203 per cent. Of interest also is the divergence 
of these two indexes between 1929 and 1937. 
During this period, using 1899 as a base, the 
Day-Thomas index declined from 211 per 
cent to 203 per cent, whereas the National 
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Bureau’s index rose from 264 per cent to 276 
per cent, a rise which is probably contrary 
to general opinion on the trend of manu- 
facturing output between 1929 and 1937. 
These differences may result from the fact 
that the National Bureau’s index includes a 
greater number of industries and reflects 
better certain of the newer and more rapidly 
growing divisions of manufacture. 

A critical examination of the work reveals 
the exacting standards of research generally 
characteristic of the projects of the National 
Bureau. There is ample evidence of the 
author’s careful observance of a scientific 
approach to his subject and of his effort for 
statistical accuracy, which have doubtless 
combined to produce a work deserving of a 
high place among scholarly investigations of 
an important aspect of our economy. 

There are, however, some shortcomings of 
the study which should be mentioned, al- 
though in a number of cases these are to be 
attributed directly to deficiencies in the 
Census data. Thus, because the data were 
either lacking or inadequate, no satisfactory 
indexes could be computed for the aircraft 
or motion picture industries. Doubtless omis- 
sions of this kind have to some extent affected 
the character of the indexes. In some in- 
stances, furthermore, it is conceivable that 
a different selection of the component in- 
dustries in a group might have resulted in a 
more useful index. This is seen in the group- 
ing of petroleum and coal products, which 
includes such important components as gaso- 
line, lubricating oils, and coke-oven products. 
In certain respects, also, the content and 
presentation of the material might have been 
improved upon in order to avoid possible mis- 
understanding. Since 1899 was selected as the 
initial base, one may feel a need for informa- 
tion, as of that year, on the extent of develop- 
ment and the preceding rate of growth of in- 
dividual industries. What preceded 1899 is 
all too obscure, although marked differences 
undoubtedly prevailed at that time in the 
degree of growth and maturity of different 
classes of manufacturing. 

Likewise, there is some need for further 
interpretation of the effects of cyclical move- 
ments on the indexes for each subdivision of 


years from 1899 to 1937. Although the author 
states that “we have not considered cyclical 
changes, but have dealt exclusively with the 
more persistent shifts of emphasis in produc- 
tion” (p. 3), it is scarcely open to doubt that 
the levels of the resulting indexes are in- 
fluenced in part by the cyclical conditions 
which prevailed. 

Furthermore, although the study presents 
a detailed, factual view of changes in output, 
it generally does not go sufficiently beyond 
this to delineate the factors responsible for 
these changes. This is apparent in Chapter 4, 
which considers changes in the output of 
major industrial groups, although the reader 
is given some belated help in this respect in 
the following chapter. It is evident again at 
various points in Part II, where, perhaps, the 
rather formidable array of industries con- 
fronting the author may have dictated that 
little more be given than a recitation of the 
facts of changing output. 

Notwithstanding these objections, the 
study represents an important contribution 
to our understanding of the trends and 
changing composition of factory production. 
Because of its detailed and extensive cover- 
age of industries, and its inclusion of some of 
the newer and more rapidly growing divisions 
of manufacture, it must be recognized as both 
an illuminating analysis and a valuable refer- 
ence work. For the student of business con- 
ditions and forecasting, the volume may give 
some guidance as to the appropriate weight- 
ing of industries to be used in an index of 
business conditions or as an aid in the inter- 
pretation of existing indexes. 

For those who are interested in marketing, 
the data showing relative changes in the out- 
put of different classes of products and shifts 
in the commodity pattern within major in- 
dustrial groups are at least suggestive of ap- 
proximate modifications in the character of 
consumption. In addition, those who are 
particularly concerned with the movements 
of wholesale prices, will welcome the detailed 
data on the average prices of individual 
manufactured commodities provided by this 


book. 


S. J. Lukens 
University of Pittsburgh 














THE FOURNAL OF MARKETING 





191 





Betrer Business Letrers, by L. E. Frailey. 
Chicago: The American Technical Society, 
1940. Pp. viii, 195. $2.00. 

Those who are not familiar with Frailey’s 
teaching system of better letters should study 
his method in this compact volume. He is a 
student of the late Dr. Frank W. Dignan 
whose influence on modern correspondence 
began with a school of thought designated as 
“‘a Star, a Chain, and a Hook.” Frailey him- 
self is well-known nationally as an editorial 
director of The Dartnell Corporation and 
an instructor at Northwestern University’s 
Evening Division, School of Commerce. 

In fewer than two hundred pages, the 
author succeeds in reiterating principles of 
good letter writing which many texts fail to 
emphasize in twice the size. Frailey is an 
advocate of the conversational letter. He 
seeks in every possible way to put a “‘sales 
twist” in every letter whether that letter is 
routine correspondence, collections, or other 
business forms. Against imposing costs of 
over fifty cents for each dictated letter, there 
is need for improvement in business com- 
munications. 

The seven chapters and eighty-nine se- 
lected letters, together with an appendix of 
lectures and quiz questions to accompany 
each chapter, provide either a short course in 
letter writing or supplementary teaching 
material in an extended course. The book 
may be used as textual illustration for a 
formal class, or for office training of dictators 
by correspondence supervisors. 

Howarp T. Hovpe 
University of Pennsylvania 


1000 SALEs Points, by J. George Frederick. 
New York: Business Bourse, 1941. Pp. 
223. $1.75. 

“So now you can have, in this book, the 
first comprehensive ‘concentration’ of the 
lore of selling into small numbered pellets; 
the ‘vitamins’ of salesmanship; balance, com- 
plete, direct, bull’s-eye.” In these few words 
Mr. Frederick explains his purpose and ob- 
jective in preparing this little volume which 
may contain, in its few pages much of the 
sales strategy and knowledge presented at 
much greater length in the several other well 


a 


known books by this author on salesmanship 
and sales management subjects. 

The book is divided into 25 short chapters, 
each dealing with an important phase of the 
subject. For the person interested more in 
the selling phase, there are excellent sug- 
gestions made concerning the elements of 
good selling, the various types of prospects 
encountered, how to handle common objec- 
tions and how to motivate the prospect in 
the close. The psychological aspects of the 
sale are also well covered with brief points of 
advice and guidance. The salesmanager will 
find valuable ideas in the familiar manage- 
ment problems of locating good men, of 
proper selection, of eliminating leaks in sell- 
ing time, and of methods of analyzing sales 
performance effectively. There is also a good 
discussion of workable tests to be employed 
in selecting salesmen and an excellent test for 
the salesmanager himself of his aptitude for 
his job. 

The book appealed to me as a practical ad- 
dition to the library of either salesman or 
sales manager. It could be read daily as a 
handbook or “Bible,” and the ideas on the 
everyday problems of selling would be of 
material aid and inspiration to anyone con- 
fronted with the solution of them. It would 
be an ideal gift for either a salesman or 
manager because of its reasonable cost and 
brief but specific covering of the varied 
phases of selling. 

As a textbook or reading material for stu- 
dents, or even for the beginning salesman, it 
seems to be too much boiled down, and re- 
quiring an understanding of the subject 
matter that would not ordinarily be the 
case. As a supplemental text to be used in 
conjunction with one which covers the ma- 
terial in more detail, it would furnish a prac- 
tical and valuable addition to the literature 
on the subject. 

Frank H. Beacu 
University of Illinois 


Metuops oF SALEs Promotion, by Kenneth 
S. Howard. New York: McGraw-Hill Book 
Co., 1940. Pp. xii, 273. $2.25. 

This book is the sixth of the McGraw-Hill 

Practical Business Manuals, and the second 
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of the series to be written by Mr. Howard. It 
is written to appeal to four classes of readers: 
(1) the executive who desires a broad picture 
of sales promotion activities, (2) the man 
now engaged in sales or advertising, (3) the 
student who wants a bird’s-eye view of the 
field, and (4) those who, as a matter of 
general interest, wish to have a knowledge 
of the more important aspects of sales pro- 
motion work. 

Sales promotion is defined to include “all 
sales activities that do not come into the 
category of direct selling, of advertising, or 
of publicity.” The author admits that this 
may be a negative method of classification 
and that it does not define some boundaries 
sharply, but he uses it “because it is a practi- 
cal one.” 

The book is divided into three sections of 
which the first is entitled ‘Sales Promotion 
by Manufacturers.”” The major topics con- 
sidered in this section are: promotion to 
consumers, promotion to retailers and their 
salesmen, and promotion to the salesmen of 
jobbers and manufacturers. In the second 
section, “Sales Promotion by Retailers,” the 
topics considered are: displays, special sales, 
services, physical factors of the store, signs 
and posters, merchandise tags, package in- 
serts, and personnel factors. In the third 
section, “Further Sales Promotion Me- 
diums,” separate chapters are devoted to in- 
stitutional advertising, house organs, the use 
of radio by manufacturers, and the use of 
radio by retailers. 

Of all the phases of marketing, sales pro- 
motion is probably the least clearly defined. 
The author has failed to clarify the definition 
or to designate clearly the scope of sales pro- 
motion; in fact, he may add to the existing 
confusion. The classification of direct-mail 
as advertising rather than as sales promotion 
will not be acceptable to many persons, and 
the definition of institutional advertising 
and radio as sales promotion rather than as 
advertising will cause protest, no doubt, 
from a number of quarters. 

From an organization point of view, the 
book is also open to criticism. The separate 
treatment of sales promotion by manu- 
facturers and by retailers makes necessary 


some duplication of materials or an inade- 
quate discussion under one of the headings. 
Objection might also be made to the discus- 
sion of the use of radio by manufacturers and 
by retailers in the last section of the book, 
rather than in the first and second sections, 
under the respective headings. 

The most serious criticism of the book, and 
one that the author clearly recognizes, is its 
incompleteness. An adequate or even a satis- 
factory discussion of the number of topics 
considered would require several volumes. 
Except for suggesting the wide scope of de- 
vices and methods that might be used in pro- 
moting sales, and in outlining the general 
possibilities and limitations of some of these, 
the book does not offer much to the business 
man or to the business student. 

This criticism applies not only to this book, 
but to all books which are little more than 
mere outlines of a wide field of study. Busi- 
ness men and students of the present day 
seek specific information on the various 
phases of business management and are 
seldom satisfied with a list of plans and the 
general advantages and disadvantages of 
each. They ask for specific examples of the 
use of a particular medium, information on 
the selection procedures and the methods of 
measuring effectiveness, detailed suggestions 
for coordinating the different phases of sell- 
ing and advertising, and analytical cost 
comparisons of the different media. Perhaps 
it is too much to expect that they will get 
all, or even any large part of this information 
from books, but books which are designed to 
be practical should offer more help than do 
most of those published to date. 

Although the book has the shortcomings 
noted, the author has accomplished his pur- 
pose, namely, to write a book of wide appeal 
that would be suggestive of many promotion 
possibilities. The book is written in a popular 
style and should be of interest to the general 
reader, but such a book must obviously fall 
short of satisfying many potential readers. 


C. H. McGrecor 


Western Reserve University 


INTER-AMERICAN STATISTICAL YEARBOOK 
1940, by Raul C. Migone, Director. New 
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York: Macmillan Company, 1941. Pp. 612. 

$6.00. 

This book was published under the aus- 
pices of the Argentine Commission of High 
International Studies, of which Dr. Migone 
is secretary. It was printed in Buenos Aires, 
Argentina. The text, other than the actual 
figures in the tables, is written in the four 
official languages of the Americas—Spanish, 
English, Portuguese, and French. Dr. Migone 
was aided in preparing the material for the 
book by a staff of collaborators and assist- 
ants. It was planned as the first edition of a 
series of such yearbooks. 

The purpose of the book, as explained in 
the introduction is simply to serve the Ameri- 
can Community by making more readily 
available for the people in America compara- 
tive statistics on a wide variety of subjects. 
The statistics presented cover in detail the 
twenty-one countries comprising the Pan- 
American Union, to the extent that these 
were available in the sources used. Also, com- 
parative data for other parts of the world are 
frequently given in the same tables. In most 
cases, data on a single subject are included 
in one table for all of the countries concerned. 
This renders comparisons between countries 
easy, but presents certain difficulties for any 
one who wishes to study some particular 
country. 

It is stated in the introduction that the 
data used have been taken from such sources 
as the League of Nations, Pan-American 
Union, and International Labor Office. In 
only a few cases were figures used which were 
taken directly from the reports of any one 
country. This procedure has perhaps in- 
creased the reliability of the statistics pre- 
sented but has surely limited somewhat the 
amount of data given for many of the 
countries. 

The general topics for which statistics are 
presented are: population, production, in- 
dustrial trade, social questions, transport 
and communications, investments, banks 
and currencies, public finance, public educa- 
tion, army, navy and air corps, public health, 
international cooperation. Practically one- 
half of the space devoted to statistical tables 
is taken up with data concerning trade. This 


is stated to be merely the result of the fact 
that nearly one-half of all the available 
statistics were concerned with trade. Surely 
this indicates that the countries concerned 
need to pay more attention to the statistics of 
other subjects, although the great impor- 
tance of trade may be readily admitted. 

The book should prove of great value and 
convenience to scholars in many fields who 
are concerned with Pan-American studies. 
Probably most of the data are available else- 
where in the better libraries of this country, 
but they would be scattered in a large number 
of sources and therefore inconvenient to use. 
The book will probably be even more valu- 
able in many of the Latin American coun- 
tries than in the United States. Many of the 
data have not been previously published in 
Spanish or Portuguese and therefore have 
not been accessible to most of the people of 
those countries. 

Roy A. BALLINGER 
Louisiana State University 


Unrair Competition: A Study in Criteria 
for the Control of Trade Practices, by John 
Perry Miller. Cambridge: Harvard Uni- 
versity Press, 1941. Pp. xiii, 438. $4.00. 


Professor Miller’s volume may be recom- 
mended highly as a useful summary of the 
historical bases and legal developments af- 
fecting the rules governing unfair competi- 
tion. The author has done fine work in 
combing the best sources and in briefiy inter- 
preting the voluminous evidence. But the 
chief purpose of the book is economic, not 
legal. Consequently, there is a significant 
comparison between legal concepts and 
points of view (as seen by an economist) and 
economic. From the standpoint of general 
summary and characterization, the reviews 
of regulative developments under the Sher- 
man, Federal Trade Commission and Robin- 
son-Patman Acts and the N.R.A. are valua- 
ble. From the economic point of view, the 
analysis of price discrimination (especially of 
geographical price structures), resale price 
maintenance, of tying and exclusive arrange- 
ments and of the general functioning of the 
pricing system are particularly noteworthy. 


Mr. Miller’s book should be valuable to 
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marketing men not only because of the con- 
siderations mentioned above but also be- 
cause of the realistic-theoretical nature of the 
analysis. He is one of the large group of 
economists (particularly younger men) who 
are using the sharper monopolistic competi- 
tion tools of analysis which force interpreta- 
tion from the point of view of the problems 
and policies of individual enterprises. Fur- 
ther, he feels strongly that regulation should 
be in terms of economic results instead of 
methods and means as in the legalistic tradi- 
tion. This position increases the need for 
realistic analysis. As economists probe price 
and market behavior more closely, they are 
developing classifications of market struc- 
tures and situations which are akin to clas- 
sificatory attempts in marketing literature. 
It will be interesting to watch this trend to 
see if it eventually peters out, as it did for 
the most part in the marketing field. 

Professor Miller’s position inevitably raises 
a host of issues. Regulation in terms of eco- 
nomic and social results instead of the 
limited, traditional endeavor merely to main- 
tain competition, of course, means positive 
control. Undoubtedly economists now are for 
the most part merely getting into step with 
the march of events—and the law still is 
carrying on a rear guard action. But recogni- 
tion of the course of events and of logical 
necessities is one thing; providing adequate 
inductive evidence and theoretical criteria is 
another. Adequate public regulation of un- 
fair practices (or positively enforcing fair 
ones!) will require not merely reorientation 
of traditional legal thinking but a thorough- 
going merger of realistic marketing analysis 
and monopolistic imperfect competition 
theory. 

E. T. GRETHER 
University of California 


Mitk DistrisuTion as A Pustic UTILITY, 
by W. P. Mortenson. Chicago: University 
of Chicago Press, 1940. Pp. xviii, 221. 
$2.50. 

Following an historical and background 
sketch of fluid-milk regulation and a com- 
parison of the characteristics of public utili- 
ties with those of the milk business (Part I), 


the author presents a general survey of costs 
of milk distribution under existing agencies 
(Part II). From a selection of 275 delivery 
routes from 82 Wisconsin milk distributing 
companies in cities of 10,000 to 70,000 popu- 
lation, the author made a careful analysis of 
the costs of 13 companies which had records 
sufficient to provide the detailed information 
desired over a period of years. Data for each 
item of cost were presented in ranges of 
figures rather than as averages. The repre- 
sentativeness and reliability of his cost data 
were supported and largely corroborated by 
other primary cost studies for several cities 
in other states and for varying periods of 
time. 

In each instance the author applied to ex- 
isting cost data reasonably convincing esti- 
mates as to the savings over present com- 
petitive costs that might be feasible if a 
unified system of milk delivery were to be 
set up under exclusive franchise as a public 
utility either privately or municipally owned. 
He maintains that any savings must come 
largely from labor costs and depreciation 
through more effective application of man 
power and more complete and efficient util- 
ization of plant and equipment. Substitution 
of concentrated unified delivery routes for 
existing scattered overlapping delivery serv- 
ices would largely afford such possibility, 
along with eliminating competitive solicita- 
tions of “new” customers, curtailing the re- 
peated and ineffective collection efforts by 
drivers, and reducing the number of special 
products offered competitively. Little could 
be expected from reduction of profits. These 
detailed cost studies support the conclusion 
that milk distribution costs might be reduced 
under an efficiently operated unified system 
by amounts varying from 13 to 2} cents per 
quart of milk handled. 

The author’s review of the legal aspects of 
milk control (Part III), which dealt chiefly 
with questions of health and sanitation until 
1933, develops at some length his belief that 
“the courts can find both legal precedence 
and logic for supporting legislation which 
would make milk a public utility operated as 
a unified system under an exclusive fran- 
chise,” subject to practical limitations and 
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difficulties (p. 135). His discussions of the 
possibilities, methods and difficulties of pub- 
lic ownership (chiefly municipal) and public 
control (Part IV) lead to his conclusions that 
“public utility regulation with its admitted 
shortcomings does afford an opportunity for 
at least reasonably effective regulation” and 
that “regulation of one distributor—the 
utility—would obviously be less complex and 
less difficult than the regulation of a large 
number of competitive distributors.”’ Such 
regulation “will not perform miracles, nor 
will it likely be as successful as enthusiastic 
supporters of the idea anticipate” (p. 169). 

As economic effects of regulation (Part V), 
he finds that “‘the retail price drop would be 
primarily the outcome of efficiency of dis- 
tribution, not the result of a like drop in the 
farm price of Class I and Class II milk” (p. 
178). Also “‘the key question with regard to 
both producer and consumer benefits de- 
pends largely upon whether the unified sys- 
tem would be operated with the high effi- 
ciency which such a setup makes possible” 
(p. 180) and to what extent a publicly 
owned venture could escape the abuses of 
political influence. 

The author expects only a slow experi- 
mental development of such unified enter- 
prises starting primarily in areas of extreme 
consumer dissatisfaction with existing costs 
and services. He foresees plenty of litigation, 
uncertainties, irritation and expense, with 
strong opposition from the milk distributors 
and from organized labor and with indiffer- 
ence or suspicion and hostility from milk 
producers. 

The style of the book is clear and concise. 
Many data are carried to several appendixes 
to promote ease of text reading. In the cost 
analyses, assumptions are clearly stated and 
supported, and illustrative calculations are 
adequately supplied. For a reader who lacks 
the time to pursue such a bibliography as the 
author supplies, this study affords an ade- 
quate and interesting approach to the prob- 


oe ae 
em it discusses. 4 Hamitton CHUTE 


University of Minnesota 


Sates MANAGEMENT Guipe, Volume I, by 
Herman C. Nolen. New York: National 


Wholesale Druggists’ Association, 1940. 

Pp. 143. $1.00. 

Sales Management Guide has been written 
to promote a better job of sales management 
in the wholesale drug field, meeting a need 
for this which has been long felt by members 
of the National Association of Wholesale 
Druggists. Volume I deals with what might 
be called the four basic essentials of good 
management—selection, training, supervi- 
sion, and stimulation. Volume II, discussing 
additional phases of management such as 
sales planning, quotas, territories and sales- 
men’s expenses, and Volume III, covering 
the organization of the sales department, the 
responsibilities of the sales manager, and the 
determination of costs, price, and budget 
policies are now in process of preparation 
by the same author. 

The problem of selection is presented with 
the broad viewpoint that it starts with a 
careful job analysis to determine just what 
sort of a man is desired for the particular 
selling work performed in the wholesale drug 
field. Second, the best sources of potential 
salesmen are discussed, emphasizing the ex- 
cellent talent obtainable in the retail drug 
field. Finally, the steps necessary to elimi- 
nate the undesirable applicants and uncover 
the potential good producers are clearly and 
concisely presented. The use of the applica- 
tion blank, the checking of references, and 
the technique of successful interviewing are 
set forth in detail. It might be considered 
somewhat surprising that nothing is said 
about the variety of tests employed so com- 
monly today in the selective program of com- 
panies employing large numbers of salesmen. 
However, the aptitude test, the personality 
inventory, and the variety of tests to uncover 
desirable traits of the ideal salesman may 
still be considered by the author to be too 
experimental and uncertain to be incorpo- 
rated in the program suggested. 

Telling, showing, and correcting, the three 
fundamental steps in any training plan, are 
carefully discussed and applied to the whole- 
sale drug business. In fact, this treatment of 
the proper training of the wholesale drug 
salesman is done so fully that it would fur- 
nish an excellent little manual to be used by 
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each salesman as a guide to him in his daily 
routine. Not only is there a clear statement 
of the general principles of good salesman- 
ship but these principles are definitely re- 
lated to the specific problems confronting 
drug salesmen in their work, thus both ex- 
plaining the “why” as well as the “how” of 
selling. Twelve excellent rules of salesman- 
ship are stated as well as sound advice con- 
cerning the handling of objections frequently 
encountered and methods of closing the 
interview successfully. 

The discussion of supervision and stimula- 
tion, in contrast to the preceding section, is 
of interest primarily to the sales manager. 
Such problems as the best ways to keep in 
constant touch with each salesman, how to 
know what each one is doing from day to 
day, how to detect and correct errors and 
weaknesses in selling methods, and how to 
give each man the ““management viewpoint” 
are adequately explained. The value of each 
man to the firm and his effectiveness as a 
salesman are emphasized and several “‘yard- 
sticks” by which these may be ascertained 
are explained. Salesmen’s reports are also 
discussed and illustrated so that their im- 
portance in proper supervision may be ob- 
served. The necessity of the manager spend- 
ing a considerable portion of his time in the 
field working with his men is pointed out. 

Stimulation is discussed somewhat more 
briefly than might be expected, perhaps be- 
cause of the limitation of space and the desire 
to cover a few phases more completely. 
There is a very good treatment of the sales 
meeting as a stimulatory force, going into 
such detail that any manager would be able 
to stage interesting and profitable group 
meetings by studying the material presented. 
The second method of stimulation covered is 
the familiar one of contests as a means of 
pepping up the men. While neither as com- 
plete nor as novel in the ideas given as the 
discussion of meetings, the use of contests, 
the proper technique to follow and the mis- 
takes to be avoided are thoroughly covered. 
Other common methods of stimulation, such 
as the house organ, personal conferences be- 
tween manager and salesman, correspond- 
ence, securing the interest and cooperation 


of the salesman’s family, visits in the sales- 
man’s home, and rewards in the form of 
convention trips, vacation trips and bonuses 
were probably omitted because they were 
not so applicable to the particular situation, 
and were, of course, alluded to in other sec- 
tions of the volume to a certain extent. 
The book should prove extremely valuable 

for the purpose for which it was written and 
might be the forerunner of similar efforts in 
many other particular fields of distribution 
where the number of salesmen employed 
would justify the decision. 

Frank H. Beacu 

University of Illinois 


MERCHANDISING GuIpE by M. David Potter. 
New York: The Ronald Press Co., 1941. 
Pp. x, 150. $2.00. 

The author states in his Preface (p. v) that 
“This book was written to give the buyer 
and merchandise man a working understand- 
ing of basic principles of retail merchandis- 
ing.” The book does not do this. The author 
undoubtedly assumes that the merchandise 
buyer and merchandise man know the prin- 
ciples of merchandise control, price lines, etc. 
The objective of the book is more clearly 
stated by Kleinhaus in the Foreword (p. iii): 
“In the present book the author takes the 
figure-fearing reader, be he student or vet- 
eran retailer, by the hand so to speak and 
helps him through a deep forest of facts so 
that the path appears smooth and straight- 
which in truth it is.” 

However, the title of the book is poorly 
chosen as one might expect a Merchandising 
Guide to contain Methods of Buying, Fash- 
ion Merchandising, Sales Promotion, Re- 
search, etc. A better title would be Mer- 
chandising Arithmetic or Mathematics of 
Merchandising as either title would be much 
more descriptive of its contents. 

The reader will find a minimum of prin- 
ciples, theories and discussion but many 
practical illustrations: for example, there are 
more than one hundred illustrative problems 
explaining the various procedures. There is a 
fair number of practice problems to give the 
user an opportunity to try out the pro- 
cedures. The subject matter is introduced in 
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an elementary form and the author has used 
simple illustrations as stepping-stones to 
more complicated merchandising problems. 
Very few new factors are introduced in any 
one illustrative procedure, thereby eliminat- 
ing any possible hurdles that might other- 
wise have been encountered. 

There are four main divisions. Part I, 
“Markup,” treats the following subjects: 
Elements of Retailing Practice, Initial 
Markup, Maintained Markup, Averaging of 
Markup at More Than One Price, and Typi- 
cal Markup Problems in Common Practice. 

Part II, “The Retail Method and Turn- 
over Ratios,” is divided into the Retail 
Method of Inventory and Turnover. The 
subject matter in this section is well organ- 
ized and presented logically. Turnover is a 
subject with which both students of market- 
ing and accounting have difficulty and this 
presentation should prove helpful to both 
groups. 

Part III, “Merchandise Planning and 
Control,” contains Merchandise Planning, 
Stock-Sales Ratios, Control of Purchases— 
Open-to-Buy, Markdowns, Gross Margin 
and Merchandise Control. This section 
should be of particular interest to students of 
retailing and merchandise managers and 
buyers. 

Part IV, ‘““Merchandising Policies,” treats 
Price Lines, and Miscellaneous Problems. 
The title of this section is misleading. Under 
Merchandising Policies one would expect to 
find a discussion of Exclusive Agencies, 
Private Brands, Returned Merchandise, etc. 
Price Policies or Price Lining would be more 
clearly descriptive of this section. The dis- 
cussion of Price Lining, covering a little 
more than four pages touches upon the 
principal factors but it is only a brief sum- 
mary of the subject. 

The book as a whole is over-condensed. 
Over-condensation is particularly noted in 
the section on “Markup” where such terms 
in use as “mark on,” “additional markup,” 
“cancellation of additional markup” and 
“cumulative markup” are not clearly treated. 
All stores do not use the same terminology 
for “markup” which often leads to confu- 
sion. It is believed the author overlooked an 


opportunity when he failed to discuss more 
of the terms in actual use. 

Another example is in connection with 
“Markdowns,” pp. 21, 49 and Iog (item 9), 
where the author does not make clear 
whether discounts to employees and custom- 
ers should be included in markdown. The 
term reduction is sometimes used to include 
markdowns, discounts to customers and em- 
ployees, and stock shortages. 

The book is a compact little volume (150 
pages)—a convenient size to carry in a coat 
pocket. Although it is small, an index would 
prove useful. 

This book should be of benefit to men in 
the field of merchandising, particularly in the 
department stores where such a manual 
would help them solve their day to day prob- 
lems. It should also be of assistance to stu- 
dents of retailing as a handbook or manual 
to be used as a supplement to the texts stud- 
ied in their courses. It is a welcome addition 
to the literature in a field which needs con- 
tributions. 

Victor W. BENNETT 
University of Maryland 


ScIENTIFIC Price MANAGEMENT, by Allen 
W. Rucker. Cambridge: Eddy-Rucker- 
Nickels Company, 1940. Pp. vii, 22. $5.00. 


This publication is a manual that provides 
a scientific means by which any business 
man in any situation may find quickly the 
Minimum-Increase in sales volume (in units 


or in dollars) necessary to offset either a re- 
duction in price or an increase in direct ex- 
pense. For example: 


If we cut our price, give the customer a quantity dis- 
count, an added freight or advertising allowance, how 
much must we increase our volume to compensate—at 
what point will the increase in volume offset the price 
concession and add to income? 

And, if we increase our costs by giving more to labor 
or more to the customer or add to sales and advertising 
costs in the hopes of increased volume, what is the mini- 
mum increase in volume required to compensate for the 
added costs? 


After a preliminary discussion of the for- 
mulae for Price-Volume compensation the 
author presents fifteen case studies taken 
from actual experience to show the readiness 
with which the answers are determined by 
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means of Calculator Charts which are given 
at the end of the book. The Calculator Charts 
are divided into two divisions; the first divi- 
sion of three charts is used for rapid determi- 
nation of increases required in unit sales 
(pairs, dozens, gross, pounds, tons) and the 
second division is used when it is desired to 
know the required increases in dollar sales. 

To cite one of the cases given: 

A shoe manufacturer proposes to offer an extra dis- 
count of 25 cents a pair to retailers to stimulate an in- 
creased volume of “make-up” orders at the beginning 
of the season. To judge whether or not he can hope to 
secure an added volume sufficient to make the discount 
profitable to the firm, he must know the minimum vol- 


ume increase required to compensate for the price dis- 
count. 

The manufacturer’s gross margin on the regular price 
is 34%; the price reduction of 25 cents per pair is 4% of 
the sales price. 


By consulting the chart the increase can 
quickly be determined, which in this case is 
133%. In other words, to be profitable to the 
firm, the increase in units (pairs of shoes) 
must exceed 133%. 

The manual is a definite contribution to 
scientific price management. It offers the 
business man a quick means of determining 
in advance the minimum Volume-Increase in 
units or dollars he must obtain to compensate 
kim for a contemplated reduction in selling 
price, increase in the cost of production, or 
any other allowance he may wish to make to 
dealers or consumers to increase sales. This 
manual will prove very helpful to executives 
particularly in the field of distribution. 

The only shortcoming that might be men- 
tioned as a criticism is that the author does 
not make it clear when to use the Unit Sales 
Increase Charts and when to consult the 
Dollar Sales Increase Charts. 

J. Robert Hitcerr 
Pennsylvania State College 


Business Reports, by Alta Gwinn Saunders 
and Chester Reed Anderson. New York: 
McGraw-Hill Book Company, 2nd Edi- 
tion, 1940. Pp. xii, 468. $3.50. 


The reviewer approaches his assignment 
with some trepidation, because he feels cer- 
tain that he will violate some of the canons 
of effective writing so ably presented in this 


book. However, this is much more than a text 
on composition. It is a comprehensive picture 
of the processes involved in influencing ad- 
ministrative action by means of a report. 
The new edition will continue the work of the 
old in completing the training of the student, 
making him more articulate in the use of 
special skills or special fields of knowledge in 
which he has spent his college years. Such 
skills are often discounted heavily by the 
business man when they appear burdened 
under a heavy handicap of disorganization, 
lack of evidence, and slip-shod presentation 
which all too frequently characterizes stu- 
dent reports. This text will aid the teacher, 
whether in a formal course in report writing, 
or in a specialized senior seminar, in de- 
veloping the student’s skill in writing through 

“plenty of practice growing out of proper 
motivation” (p. v). 

The new edition follows the old in the divi- 
sion of material into two sections, the first 
on investigation and the second on presen- 
tation. Both divisions have been expanded 
and largely rewritten. The first division pre- 
sents an excellent statement, in Chapter III, 
of all the steps involved in an investigation, 
in their proper relation and without undue 
emphasis on the collection of data. This is 
good preparation for the student who is 
prone to being so intrigued by the prob- 
lems of questionnaire versus the schedule 
(well treated in Chapters IV and V) that he 
loses perspective. 

The reviewer would disagree with the 
authors’ suggestion that ““The teacher whose 
students have had a course in statistics or in 
research technique may wish to use only the 
second section, on w riting the report’  (p. vi). 
Students who have survived statistics courses 
generally need another course to restore the 
hard-won statistical techniques to their 
proper place in the field of business adminis- 
tration. Students in research technique can- 
not help but benefit from a review of the 
requirements of a good investigation. The 


authors’ brief excursion into statistical tech- 
niques in Chapter VI (untried in the first 
edition) is simple but not altogether success- 
ful. The median income is not the 14th in- 
terval in a list of 27 class intervals of family 
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incomes in the United States. The present 
median income is considerably below the 
$4,500 to $5,000 income in the 14th interval. 
Furthermore, there are other statistical 
measures which are better than the median 
in measuring “skewness or evenness in the 
distribution” (p. 154). 

The second division of the book lies out- 
side the field of special competence of the 
reviewer, but appeals to him as an excellent 
guide to the mechanics of writing an ac- 
ceptable report. The authors have been 
liberal with illustrations and examples. 
Chapters IX through XV cover all the ele- 
ments from cover to index which contribute 
to the smooth flow of ideas to the reader. The 
embryo report writer might as well learn 
early as late, that “‘all the hours of research 
are unknown to the reader, that he judges 
results entirely by the written report that is 
given him” (p. 282). The authors have made 
a critical selection of examples of'the recent 
trend of humanizing annual reports. The 
next to the final chapter takes another, more 
successful dip into elementary statistical 
techniques. This time the median is correctly 
defined and illustrated. Measures of disper- 
sion are dismissed briefly with the range and 
quartile deviation. The rules on graphic 
presentation are less rigid, but the best 
practice avoids open bars (Chart 5, p. 354) 
and places supporting data outside the bars, 
as in Chart 7 

Appendix I on “Some Statistical Tools 
Used in Sampling” is the third excursion into 
statistical techniques in the book, and 
marred by an error in interpretation and an 
error in formula. The error in interpretation 
is not exclusive with the authors, because, 
unfortunately, it has appeared in more than 
one widely distributed textbook on statistical 
methods. The error is repeated in various 
forms through the appendix, but may be 
summarized in the quotation (p. 409) “From 
the study of normal distributions, it is known 
that other sample estimates have two chances 
out of three of falling within the range of one 
standard error around the value of the known 
sample.” Under certain assumptions which 
need not be repeated in asummary statement 
in an appendix, only the parameter, the true 


value in the universe, has “two chances out 
of three of falling within the range of one 
standard error around the value of the known 
sample.” No commitments can be made 
about other samples in the absence of exact 
knowledge of the parameter. 

The second error is in the formula for esti- 
mating the standard error of the mean (p. 
411, 412 and 422). The radical sign should 
extend over m, not over the whole fraction. 

The statistical errors should not blind the 
reader to the value in this book in presenting 
a general plan and workable specific sug- 
gestions for maximizing the usefulness of re- 
search efforts which are frequently lost be- 
cause the research worker has reserved too 
little energy and enthusiasm for preparing 
the results of his research. The emphasis on 
common sense tests and interpretations is a 
good antidote for the statistician who is 
dazzled by shiny techniques. The English 
language is a powerful tool of expression, and 
it is a pity that we do not make better use of 
it. 

Ricuarp L. Koze_ka 
University of Minnesota 


MarketinGc Usep AvutomosiLes, by Theo- 
dore H. Smith. Columbus: The Ohio State 
University, 1941. Pp. xv, 279 and Index. 
$3.00. 

This book should appeal especially to two 
classes of people who are interested in 
marketing. The individual who is attracted 
by the chart or tabular technique will find 
much to whet his peculiar appetite: there are 
more than forty tables and numerous charts. 
The non-statistically inclined reader should 
be attracted by the abundant interpretation 
of the statistical data presented. 

The purpose of the study was quite am- 
bitious in its scope: “‘to determine the nature 
of the used-car problem and how the used 
car is related to the activities of the manu- 
facturers, the automobile dealers, the auto- 
mobile-sales finance companies and the new- 
and-used-car consumers” (the Foreword). 

The various chapters may be grouped as 
follows. Two brief chapters deal with the 
history of the used-car problem, per se, and 
automobile financing. Four chapters discuss 
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numerous factors involved in the determina- 
tion of used-car values or price. Five chapters 
explain the functions and operations of the 
used-car dealer. Two chapters deal with the 
financing of the retailer and wholesaler of 
used-cars. The book closes with a discussion 
of consumer attitudes and a brief chapter on 
methods of improving the marketing of used- 
cars. 

Mr. Smith uses several sources of informa- 
tion in his study: books, monographs, pam- 
phlets, periodicals, and personal interviews; 
an extensive bibliography is included. The 
collection of the data, and its presentation in 
a readable form, is perhaps the greatest con- 
tribution of this publication. The nature of 
the information, coming as it did from the 
used-car trade, has given the book a strong 
bias. In other words the author has been too 
credulous in numerous cases. 

This is perhaps best illustrated by Table 
10 on pages 61-68 which presents data con- 
cerning the “‘per cent of original price remain- 
ing at the end of the year” for forty-five 
makes and series of cars in Cleveland, Ohio. 
The table was constructed from data sup- 
plied by: ““The Official Used-Car Guide” and 
the Cleveland Automotive Trade Associa- 
tion. From this table one might conclude for 
example that the owner of a Ford V-8 (60), 
who had paid $675 for it in 1937, was forced 
to accept $325 for it as “trade in” value in 
1938; in other words a depreciation of ap- 
proximately 52 per cent. In no place in the 
book is there evidence of an attempt to verify 
or refute this data, even though a question 
in the questionnaire circulated to determine 
consumer attitudes might have served this 
purpose. There are numerous factors which 
might result in under-reporting of used-car 
values. For example, the highly competitive 
nature of the business places a premium on 
having one’s competitor give a lower allow- 
ance. This is likely to occur if he uses the 
“blue book.” 

It is felt that Mr. Smith has made certain 
statements which whet the appetite for more 
light and call for additional evidence. For 
example the meaning of the following state- 
ment is not entirely clear: “After 1923 all of 
the increased production of new cars was sold 


abroad.” This statement is made in spite of 
the fact that new-car registrations in the 
United States reached a peak in 1929 (Table 
2, page 14). 

Many students of marketing are interested 
in such phases of business as: operating 
costs, net profits, capital investment, stock 
turn-over, etc. The book unfortunately pre- 
sents very few data on these and allied im- 
portant matters. 

In the consumer questionnaire (Chapter 
XIII) the reviewer would suggest several 
questions which might have yielded data 
valuable to this study, such as: Why did you 
buy a used-car instead of a new one? How 
many used-cars did you look at before buy- 
ing? If you could have afforded it, would you 
have purchased a new car of the same make 
rather than a used-car? This latter question 
might have supplied data to disprove the 
author’s statement that used-car buyers are 
not style-minded. 

The reviewer wishes to emphasize that the 
book is a noteworthy contribution to the 
commodity and institutional approach to 
marketing. It presents considerable data 
which otherwise would have remained widely 
scattered; it also lays the groundwork for 
future studies. 

Ernest JAMES SHEPPARD 
Purdue University 


Does Distrisution Cost Too Mucu? by 
Paul W. Stewart and Frederic Dewhurst. 
New York: Twentieth Century Fund, 
1941, 2nd Edition. Pp. xvii, 403. $2.50. 
This is not really a new or revised edition 

of the original book which was published in 

1939 and reviewed in the April, 1940, issue 

of THE JOURNAL OF MARKETING. It is simply 

a new printing in a less expensive binding 

priced at $2.50, as compared with the $3.5 

price of the first edition. 

The lowered price should make the volume 
available to a wider audience, and, at a time 
when the pressure of the defense program 
makes more important than ever the neces- 
sity for eliminating all possible waste and 
inefficiency from the distribution system, this 
will be most desirable. 


C. W. 
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Case Srupies or Consumers’ CoopEerRa- 
TIvES, by Howard Haines Turner. New 
York: Columbia University Press, 1941. 
Pp. 330. $2.50. 

This book opens with a general introduc- 
tion on consumers’ cooperatives and outlines 
the nature of the study. Dr. Turner has con- 
fined his work to two groups in the United 
States; the Finnish cooperatives in Maynard, 
Massachusetts and those in the Lake Su- 
perior region. 

The first part of the book is devoted to a 
study of the Maynard community, the de- 
velopment of the cooperative movement in 
that city, and a detailed review of the United 
Cooperative Society, the largest store society 
in the East. The author found that the 
Society was well managed, helped to reduce 
prices in other retail stores, carried on cul- 
tural activities among the Finns but did little 
to bridge the gap with other groups. He says 
that “The critical question of cooperative 
success after the foreign-born members are 
gone is yet to be answered” (p. 144). 

The second part of the book is concerned 
with the Finnish cooperatives in the Lake 
Superior section in which there are located 
the Central Cooperative Wholesale and some 
1§0 cooperative stores, including one of the 
largest in the country. 

Of special interest to students of markeing 
is the discussion of the wholesale society and 
of the various district exchanges. The author 
points out the several factors that have made 
the Wholesale a successful commercial or- 
ganization and discusses its auditing and 
educational services that have been of real 
value to the retail stores. 

The cooperative activities in this region 
have been a part of a workers’ movement for 
a better economic system and have had the 
support of the Socialists and at one time of 
the Communists. The cooperatives have, 
however, not had the support of the con- 
servative Finns nor that of other racial 
groups. The author believes that ““Any move- 
ment adopting a radical program is likely to 
find its support varying considerably with 
the changes in the social attitudes of the 
population” (p. 288). 

In the final section, Dr. Turner appraises 


the accomplishments and possibilities of the 
consumer cooperative movement in the 
United States. On the whole, he feels that 
the movement will be confined principally 
to the smaller cities and the rural areas. 
While the author sees the opportunities for 
improvements in the distributive system, 
whether or not the cooperatives take ad- 
vantage of them will depend “‘as much on the 
capacity of consumers for social organization 
as on more strictly economic considerations” 
(p. 310). 

This book merits reading by teachers of 
marketing as it consists of first hand material 
which is objectively presented and with well 
considered conclusions. 

ArTHUR E. ALBRECHT 
College of the City of New York 


New Books IN RELATED FIELDS 


Money AND BankinG Topay, by Eugene E. 
Agger. New York: Reynal and Hitchcock, 
1941. Pp. xvi, 764. $3.00. 

Business-Cycte THEORY IN THE UNITED 

TATES, 1860-1900, by Paul Burnett. 
Chicago: University of Chicago Press, 
1941. Pp. ix, 129. $1.00. 

Business ORGANIZATION AND MANAGEMENT, 
by Petersen, Elmore, and Plowman, E. G. 
Chicago: Richard D. Irwin, 1941. Pp. xv, 
691. $4.00. 


B.—DicEsts or ARTICLES IN OTHER 
JoURNALS AND 


PAMPHLET MATERIALS 
By Rotanp S. Vaie, University of 
Minnesota 


I. THe DEFENSE PROGRAM AND MARKETING 


Prices, Prorirs AND GOVERNMENT, by Leon 
Henderson and Donald Nelson. Harvard 
Business Review, Summer Number, 1941, 
pages 389-404. 

This article was written, according to the 
authors, in order to put before American 
business men the results of their thinking in 
regard to government action on prices and 
the effects of those actions on profits. The 
authors further state that the United States 
is engaged in building a defense of the Ameri- 
can way of life, which they define in part as 
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“a free economy subject only to the needful 
social restraints.” The burden of their argu- 
ment rests, of course, upon the interpreta- 
tion of the word “needful” in the previous 
sentence. The present problem, according to 
the authors, arises in large part at least from 
the government failure to pay for defense 
activities as we go along, thus distributing 
purchasing power to consumers engaged in 
defense activities without an adequate supply 
of consumer goods for them to purchase. 
Thus under such a situation prices inevitably 
must rise. 

The authors come somewhat reluctantly 
and humbly to the conclusion of direct con- 
trols including control of rents and retail 
prices and the rationing of consumer goods. 
They believe that the failure to administer 
prices may actually affect people to an even 
greater extent than does the arbitrary con- 
trol. They conceive it to be the responsibility 
of government to analyze the facts in the 
individual case and to make decisions that 
are subject to change whenever conditions 
justify and that take both the short and long 
viewpoint of national interest. Market ad- 
ministrators cannot afford to ignore the im- 
plications of this article, whose authors are 
playing so important a role in the present ex- 
periment with government control of prices. 


ADMINISTRATION OF PrioritiEs, by John H. 
Martin, Harvard Busines Review, Summer, 
1941, pages 419-428. 

This practical discussion of the develop- 
ments of priority control supplements an 
earlier article by the same author in the 
spring number of the Harvard Business Re- 
view under the title “Present Status of 
Priorities.” The two articles present a clear, 
factual statement of the degree and form of 
control that had taken place up to the late 
spring of this year. 


II. Price InDExEs AND Cost oF LivinG 
Price INDEXES AS VIEWED FROM THE STAND- 

POINT OF THE NATIONAL DEFENSE PRo- 

GRAM, by Martin Taitel, Fournal of the 

American Statistical Association, June, 

1941, pages 201-209. 

In this article the author makes two points 


that may play important parts in the control 
of market situations during the defense 
emergency. In the first place, he claims that 
there has been a marked change in attitude 
concerning price and price control from that 
of the World War period. Then he says price 
was thought of as the prime mover of produc- 
tion and capacity expansion. Now, in con- 
trast, price is considered the dependent 
variable and not the strategic independent 
variable. Consequently attention is focused 
on the factors affecting price rather than 
upon price itself. 

The second important point is that an 
effort must be made to provide a balanced 
price structure or relationship between prices 
and that for this end it is necessary to have 
finer measuring devices than single com- 
posite indices of price. Other authors are also 
recognizing this highly important point. 


An AppRAISAL OF INDEX NUMBERS OF 
Prices Farmers Pay, by Joel Dean and 
Mary Hilton Wise, Yournal of American 
Statistical Association, June, 1941, pages 
210-218, and INDExEs ON A TypE-FaARM 
Basis, by Wilfred Malenbaum, Yourna/ of 
Farm Economics, August, 1941, pages 584- 
606. 

These two articles deal with the same 
general subject matter and arrive at quite 
similar conclusions. The assumption in both 
is that an important need exists for a mean- 
ingful and usable way of measuring parity 
income, since that concept underlies present 
agricultural adjustment legislation. For this 
purpose, according to Malenbaum, “‘We need 
measures which segregate the developments 
in meaningful components of the agricultural 
picture so that we can compare them at one 
point in time and even examine their relative 
movements over time.” He goes further in 
this connection than most previous authors 
in suggesting not only regional indices but 
type-farm indices within each region. Pre- 
sumably this is the only matter in which 
completely satisfactory measures of relative 
change can be obtained. The degree to which 
it is feasible to carry the differentiation of 
type will, however, be an important matter 
of analysis. 
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Quantity AND Cost Bupcets ror Four 
Income Leve ts, The Heller Committee, 
University of California, March, 1941. 


This publication brings down to date the 
detailed cost figures for an “‘accepted” scale 
of living in the San Francisco Bay region for 
the families respectively of an executive, a 
clerk, and a wage earner together with a 
budget for dependent families or children. 
Data are presented in the same form as 
previously under each of these headings, and 
they may be used, therefore, together with 
earlier studies to measure changes in the cost 
of living from year to year. These budget 
studies are not a record of actual expendi- 
tures of any specific group or groups, as is 
the case with many cost of living studies, but 
they will be a compromise between what is at 
the moment and what the members of the 
committee believe ought to be under existing 
socio-economic conditions. 


II]. GovERNMENTAL REGULATION OF 
MARKETING 


GOVERNMENTAL MARKETING Barriers, Law 
and Contemporary Problems, Duke Uni- 
versity, Spring, 1941. 


The entire issue of this journal is devoted 
to consideration of marketing barriers and is 
probably the most comprehensive considera- 
tion of the problems involved in such legisla- 
tion that has so far appeared. National, state 
and municipal legislation are considered in 
separate articles by specialists in their re- 
spective fields. The insidiousness of the 
growth of this sort of legislation is empha- 
sized, and the material presented is of value 
both to teachers and to people engaged 
directly in distribution. 


MarGarinE Lecis.ation, by W. T. Mickle, 
Journal of Farm Economics, August, 1941. 
pages 567-583. 

This article discusses the history of mar- 
garine legislation. It is perhaps significant to 
note that it is written by a member of the 
faculty of the A. and M. College of Texas, 
a state in which dairying is not a principal 
industry. It is pointed out that the early 
legislation against margarine was directed to 


the prevention of adulteration and mis- 
branding of foods. More recent legislation, 
however, has had a different objective, 
namely: the restriction of competition. The 
author’s final paragraph summarizes quite 
completely his general position: “All mar- 
garine legislation has been the result of de- 
mands of one or more of three groups: (1) 
those who want to suppress a food they be- - 
lieve to be harmful to the public health; (2) 
those who wish to prohibit the sale of any 
article that competes with butter; and (3) 
those who desire legislation against the 
fraudulent sale of margarine as genuine but- 
ter. The first and third of these groups should 
be satisfied with the pure food laws. The sec- 
ond group has no more real justification for 
its demands than has any other group whose 
product is sold in competition with that of 
another group.” 


MARGARINE AND Georaia, by T. H. White- 
head, Bulletin No. 4 of the Institute for 
the Study of Georgia Problems, University 
of Georgia, March, 1940. 


This bulletin like the article by Mickle 
noted above, is an interesting illustration of 
the diverse interests of different parts of the 
United States. Georgia is a non-dairying 
state. Consequently the problems of the 
dairy industry are not among the important 
Georgia problems. Consequently further, a 
bulleting that tends to urge increased con- 
sumption of margarine can safely be pub- 
lished there at public expense. This could 
hardly be done in Minnesota or Wisconsin. 
To be sure, the author suggests that the use 
of margarine is not always or entirely in 
competition with the use of butter. On this 
point he quotes from the Bureau of Agricul- 
tural Economics in 1938 as follows: “In re- 
cent years the price of oleomargarine has 
been much lower in relation to cooking fats 
than in the 1920’s. With the price of oleo- 
margarine relatively low in relation to these 
fats, it is probable that margarine is becom- 
ing more and more into competition with 
them. This may be a factor in explaining the 
relatively high consumption of margarine in 
recent years. Since the price of margarine is 
so much lower than the price of butter, it is 
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probably not correct to consider that each 
pound of margarine used replaces a pound 
of butter.”” Nevertheless, when the price of 
margarine is low relative to the price of but- 
ter, there is a falling off of the consumption 
of the latter equal to about half of the in- 
crease in the consumption of margarine; 
consequently it appears that the two are in 
some competition against each other. 

The importance of margarine in the econ- 
omy of Georgia is emphasized. Margarine can 
be made in large part out of raw materials 
produced in Georgia and can be purchased 
for consumers within the state at materially 
lower prices than can butter. In view of these 
facts the following conclusion of the author 
is significant: “Margarine as a food for chil- 
dren and adults is equally as good as butter 
provided the margarine is fortified with vita- 
min concentrates. Its relatively lower price 
makes it a valuable aid in raising the level 
of public health among the poorer people.” 


Four Free States: Price Raising Laws 
Boost Consumers’ Livinc Costs, by 
Belmont Frank, 1941. 


This pamphlet of 160 pages gives an in- 
teresting review of the effect of price main- 
tenance as presently practiced in the United 
States. It is written by one obviously opposed 
to compulsory price maintenance, but on the 
whole it supports the author’s contentions 
by citing chapter and verse. 


IV. Retrait Crepit anp Its ConTROL 


ProposeD REsTrRICTIONS AFFECTING RETAIL 
INSTALLMENT Crepit, Chamber of Com- 
merce of the United States, July, 1941. 


This is a discussion of the use of install- 
ment credit during the period 1925-1940 
inclusive. The volume in total and by lines 
of retailing is discussed and installment 
credit is compared with other forms of con- 
sumer credit. Among the important conclu- 
sions pointed out by the Chamber of Com- 
merce are the following: 


(1) If current proposals to apply controls 
to installment credit have their origin in a 
desire to prevent expansion of consumer 
credit, it should be apparent that installment 


credit is in volume and variety but a small 
part of total consumer credit. It may be 
noted in passing that the pamphlet tends to 
exaggerate the importance of some of the 
other forms of consumer credit by failing to 
emphasize sufficiently the fact that the 
largest single form of consumer credit is open- 
book accounts, most of which run not more 
than sixty days and the total of which is a 
fairly constant amount. 

(2) It is apparent that installment credit 
has been kept by business enterprise within 
reasonable bounds, and there is every in- 
tention of keeping installment credit within 
reasonable bounds. 

(3) This committee believes that business 
men who regularly grant credit to consumers 
are aware of the adverse consequences which 
follow upon unsound credit practices. 

(4) The committe believes that all retailers 
who grant credit are aware of the necessity 
for adjusting credit policies to the times and 
that there is now opportunity for all retailers 
to review their outstanding accounts. 

(5) In view of the record there seems to be 
small merit in proposals to place restrictions 
on installment credit through arbitrary 
government action in any form. This pam- 
phlet is particularly interesting in view of the 
action which was announced on August 12 
concerning government restrictions of in- 
stallment credit. 


Rerait Crepir Orrice Expense 1n On10 
DEPARTMENT Stores, by John Reid 
Roller, Bureau of Business Research, Ohio 
State University, Research Monograph 
No. 29, May, 1941. 


This is a pioneer study the primary objec- 
tive of which is to ascertain, as far as possible, 
the complete cost of retail credit departments, 
including not only pay roll expense and bad 
debt losses but also such other expenses of 
the department as those incurred in obtain- 
ing supplies and services and overhead. The 
pamphlet devotes one chapter to cash credit 
analysis of department store sales, another 
to comparison to open credit and installment 
accounts and considers fully the items of ex- 
pense attached to both forms of credit. One 
chapter is devoted to losses from bad debts 
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in department stores. It is found that the 
largest single item of expense in the granting 
of credit is the pay roll item, amounting to 
50% of the total expense and .89% of credit 
sales. The second largest item, not usually 
included in credit expense, is interest on 
average outstandings. This item is calculated 
by the author as 29% of the total expense or 
.72% of total credit sales. Loss from bad 
debts is the next largest credit cost, amount- 
ing to about 3/10 of 1% of total expense 
account sales. The author states that re- 
tailers apparently have assumed that service 
departments cannot support themselves and 
that therefore the selling departments must 
support them. He maintains, however, that 
while this may be true for some service de- 
partments it is not necessarily so for the 
credit office. He makes this plain because the 
credit department is in a sense exercising a 
sales function. 


Accounts RECEIVABLE SYSTEMS FOR SMALL 
Srores and BooKKEEPING FOR CREDIT 
ContTro_, by Clyde W. Phelps, Household 


Finance Corporation, 1941. 


These two pamphlets by Professor Phelps 
are part of the Household Finance Corpora- 
tion’s credit library for the retailer. “‘Book- 
keeping for Credit Control” explains the 
nature, functions, and characteristics of an 
adequate accounts receivable system. The 
other pamphlet describes the many different 
systems which can be posted by hand or by 
simple, low-cost machines that are practi- 
cable in the small store. Both of these pam- 
phlets are full of specific, helpful suggestions 
and illustrations that will be useful both in 
teaching courses in retail store management 
and in the actual operation of small and 
medium-sized retail stores. 


Crepit Unions 1n Canapa, by A. H. Turner 
from the Economic Analyst, February, 
1941, pages 4-8. 

This informative article is divided into 
two parts. The first part discusses in detail 
the legislation affecting credit unions in the 
Dominion of Canada and the several prov- 
inces. The second section discusses the 


development, types of membership, and 
federations of credit unions in Canada. In 
summary it is said that credit union develop- 
ment has become an important part of the 
cooperative movement in Canada. It has 
aided many people to finance their ordinary 
needs and in so doing to raise their standard 
of living. The credit unions emphasize the 
desirability of thrift by a systematic saving 
encourage people to acquire a knowledge of 
their needs and thus tend to improve the 
general plane of living among the low and 
medium income families. 


V. ADVERTISING 


A Test or CompeEtITIvVE ADVERTISING, and 
An ANALYTICAL SysTEM OF TESTING Com- 
PETITIVE ADVERTISING, by Alfred C. 
Welch, Fournal of Applied Psychology, 
February and April, 1941. 


In these two articles Welch develops a 
brand preference scale for testing the effec- 
tiveness of competitive advertising. He then 
uses other tests, including brand familiarity, 
theme familiarity and theme credence. The 
author believes that when all of these tests 
are applied to competitive advertising an ac- 
curate measure of the strong and weak 
aspects of an advertising campaign will ap- 
pear. It might also be suggested that all of 
these tests could be adapted to pre-testing 
advertising. 


QUALITATIVE Stupy oF MaGazin_es, by War- 
ren, Brown, and Pelz, McCall Corpora- 
tion, June, 1941. 


This is a second part, and in some ways a 
repetition of, an earlier survey of magazine 
reading conducted in 1939. Very useful in- 
formation is reported concerning the interest 
of women readers in various magazines and in 
various subject matter, and the women are 
classified according to age, family income 
status, occupation, and marital status. In 
general, the results of this survey and of the 
earlier one are closely similar. Some of the 
findings show significant differences in the 
reading habits among the various groups of 
women which should be of value to ad- 
vertisers in their choice of media. 
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INFORMATION IN ADVERTISING, Committee 
on Consumer Relations in Advertising, 
Inc., 1941. 


This is the report of a study made in two 
parts. First, the list of items on which a 
selected group of consumer readers felt the 
public desired information concerning specific 
items of merchandise, and second, an analysis 
of the information actually contained in 
various advertising media for each of several 
important consumer goods. In the summary 
the authors state, ““This study, however, ten- 
tative and incomplete, nevertheless indicates 
with a fair degree of certainty that advertis- 
ing, considered as a whole, does contain a 
good deal of useful information which con- 
sumers have tended to overlook in making 
their criticisms.” The point is made that 
consumers themselves are not in agreement 
as to what information is important. The 
present reviewer is not certain that the ques- 
tionnaire that was used may not be to blame 
for the lack of uniformity in consumer re- 
action. Moreover, the consumer sampling 
was very small, the questionnaire being sent 
to only §1 individuals. Incidentally, the 
summary of responses on page Io tended to 
minimize the degree of concentration of 
answer. There are only from 13 to 17 re- 
spondents for each product, and it is stated 
that the highest concentration on any one 
point of information was 8 replies. Actually 
the table on page 12 shows at least one in- 
stance of g replies and a good many others 
that are reasonably high when the items 
that are in themselves ambiguous are 
grouped together in the analysis of advertis- 
ing that actually appeared; it is plain that 
from 23 to 38% of the possible items of in- 
formation are actually referred to in the 
several lines of commodities. No effort is 
made, however, to analyze either the ade- 
quacy or the accuracy of the reference to 
these items of information. The survey would 
have been much more convincing had this 
been done. It would also be interesting to 
see a comparison of the advertising in 1941 
with that ten or twenty years earlier showing 
what, if any, change in informative value had 


occurred. It also would have been useful to 
have compared retailer newspaper advertis- 
ing with manufacturer-prepared newspaper 
advertising. 


UNDERMINING Our Repvus ic, by the Guar- 
dians of American Education, Inc., 1941. 


This pamphlet is one of a series of attacks 
against the kind of training being given in 
some of our American schools. This series of 
attacks is in a way a counterattack to the 
series of books, such as Your Money’s Worth, 
700,000,000 Guinea Pigs, American Chamber 
of Horrors, and so on. The attack seems to be 
directed primarily against Professor Rugg, 
of Teachers College, Columbia University. 
By implication many others are included in 
the attack. It is perhaps worth while for 
teachers of advertising to read this pamphlet, 
not because of any scientific or factual view- 
point, but because it seems to depict the fear 
of misrepresentation that is in the minds of 
some business men and their organizations. 
Chapter 8 of the pamphlet carries the title 
“A Question of Veracity.” The present re- 
viewer is left with the impression that this 
question had best be asked of both parties to 
the controversy. 


Wuat To Say 1n Your Business Paper 
ADVERTISING, by Alfred M. Staehle, 4d- 
vertising and Selling, June, 1941. 


This article discusses the sales appeals that 
are particularly pertinent to industrial ad- 
vertising during the defense emergency. It is 
timely and may well be thoughtfully read by 
anyone engaged in industrial marketing. 


PROMOTING THE LINEN, Domestics, AND 
BiankeT DeparTMENT, by Charles M. 
Edwards, Vita S. Putter, and John W. 
Wingate, New York School of Retailing, 
1941. 

This is an excellent case study of the way 
in which these lines of merchandise are ac- 
tually promoted by retailers at present, 


together with critical suggestions for im- 
provement in merchandising policy. 
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COMMITTEE APPOINTMENTS 
Nominating Committee 


Objective: To nominate members for elec- 
tion of 1942 officers as prescribed by the Con- 
stitution and By-Laws. 

Donald M. Hobart, Chairman, Division 
of Commercial Research, The Curtis Pub- 
lishing Co., Philadelphia; Donald R. G. 
Cowan, Republic Steel Corporation, Cleve- 
land, Ohio; N. H. Engle, Bureau of Business 
Research, University of Washington, Seattle, 
Washington. 


Audit Committee for the Association 

Objective: To make a year-end audit of the 
Treasurer’s books. 

Ralph C. Greiner, Chairman, McGraw- 
Hill Publishing Co., Inc., Cleveland, Ohio; 
John H. Cover, U. S. Department of Com- 
merce, Standard Bldg., Cleveland, Ohio; 


Theodore H. Smith, Fenn College, Cleve- 
land, Ohio. 


Audit Committee for THE JOURNAL 
OF MARKETING 


Objective: To audit books for the period of 
December 7, 1939 to June 27, 1941, inclusive, 
at the request of the Business Manager. 

Report: ‘““We have checked individual en- 
tries of receipts and disbursements as well as 
all vouchers. We find the books of THE 
JOURNAL OF MARKETING in order and the 
cash balance of $1,406.11 in accord with the 
records of the Chemical Bank and Trust 
Company of New York. It is always a great 
satisfaction for us to audit Mr. Robert N. 
King’s books, because try as we will, we can 
never find an error in them.” 


Arthur Hirose, Chairman. 


Ferdinand C. Wheeler. 


Circulation Statement 


Supplementary to the audit, Robert N. 
King, Business Manager of THE JOURNAL, 
has prepared a circulation statement ap- 
pended below. For the period of the latest 
report, the circulation of THE JOURNAL ex- 
tended to 46 states and 11 foreign countries. 
It will be noted that neither membership in 
the Association nor subscriptions include the 
states of New Mexico and Wyoming. Perhaps 
the Membership Committee can secure new 
members from these areas and others were 
the proportion of membership to interest in 
the field of marketing is relatively weak. The 
cash balance, held by the Business Manager, 
represents largely the unexpended ap- 
propriation from membership dues for pub- 
lication of THE JOURNAL for the remainder 
of the calendar year. 


Howarp T. Hovpe, President 


THE FOURNAL OF MARKETING 


U. S. Circulation by States 
As of Fuly 1941 


Alabama 5 Michigan... 22 
Arizona 4 Minnesota 26 
Arkansas 4 Mississippi. I 
California 81 Missouri. 29 
Colorado 9 Montana I 
Connecticut 16 Nebraska... 10 
Delaware 9 Nevada... I 


District of Columbia 56 New Hampshire 3 
Florida... 1 New Jersey 25 
Georgia 7 New York. 341 
Idaho... 2 North Carolina. . 5 
Illinois 26 North Dakota. I 
Indiana. . 36 = Ohio...... 112 
Iowa... g Oklahoma 10 
Kansas... 10 ©6Oregon. 4 
Kentucky... 6 Pennsylvania 95 
Louisiana. . 11 Rhode Island 3 
Maine.... 2 South Carolina. 2 
Maryland.... 17 South Dakota. I 
Massachusetts... . . 60 Tennessee.. 15 
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3. Foreign Countries 
ae ; 2 Canada 
WEOMOnt........... 3 Cuba 
ee England 
Washington....... 7 Germany 
West Virginia...... 2 India 
WHCOOMI.......... 8 Japan 

Porto Rico 
U. S. TOTAL. . .1, 225 Russia 
Foreign....... 29 Argentine Rep. 
Sweden 
ju” _— 1,254 Switzerland 


DECEMBER MEETINGS 


The Annual Meeting of the American 
Marketing Association will be held in New 
York City during the Christmas holidays. 
As one of the group of the Allied Social 
Science Associations, joint headquarters and 
registration will take place at the Hotel Com- 
modore. All meetings of the American Mar- 
keting Association will be held at the head- 
quarters hotel, although some of the other 
members of the allied group will use other 
nearby hotels. 

The joint program for all of the Allied Social 
Science Associations includes meetings from 
Friday, December 26, to Wednesday, De- 
cember 31, inclusive. At the suggestion of the 
membership, the program of the American 
Marketing Association will be concentrated 
largely on Monday and Tuesday, December 
29-30. 

The Association’s representative on the 
Joint Committee for Local Arrangements of 
the Allied Social Science Associations is 
Robert B. Jenkins, of New York University. 
Walter Mitchell, Jr., of Dun and Bradstreet, 
Inc., also a member of the American Market- 
ing Association but representing the Ameri- 
can Statistical Association, is chairman of 
the group. The New York Chapter Advisory 
Committee is headed by René Pepin, Presi- 
dent of the New York Chapter. 

Wroe Alderson, Division of Commercial 
Research, Curtis Publishing Company, gen- 
eral chairman of the Program Committee, 
reports as follows— 

“We have four kinds of sessions to be in- 
cluded and two or more sessions tentatively 
scheduled under each of these headings. The 
complete list under the subheads follows, 
although it is possible that some of them will 


have to be dropped out if the program ap- 
pears too crowded upon final consideration 
by the committee: 


General Marketing Topics 


Expansion of Food Markets under the 
Defense Program (Joint sessions with 
Farm Economic Association) 

Industrial Marketing and Defense Bottle- 
necks 

Developments in 
Market 

The Theory of Selling and Advertising 
with Relation to Government Action 

Price Discrimination as a Marketing De- 
vice (Joint session with American Statis- 
tical Association) 


the 


Latin-American 


Developments in Technique 


Trends in Teaching Methods 

Studies of Reactions to Advertising Media 

New Techniques in Measuring Consumer 
Preferences (Joint session with Ameri- 
can Statistical Association) 


Revew of Marketing Developments 


Trends and Developments in Advertising 
and in Retail and Wholesale Distribu- 
tion 

Review of Research Activities in the Cities 
Where Chapters are located 

Review of Government Reports Published 
during the Year Bearing on Marketing 


Business Sessions 


Report of Committee on Metropolitan 
Areas 

Report of Committee on Income Classifi- 
cation 

General Business Session 


“Each member of the Program Committee 
is responsible for organizing one or more 
sessions or has charge of one of the reports 
already officially scheduled. The present 
membership, which may be expanded to take 
care of some of the meetings now tentatively 
scheduled, includes: 


President Howard T. Hovde (who has been 
working actively with the Chairman and 
the following members of the Associa- 
tion) 
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A. M. Staehle—McGraw-Hill Company 

Gordon C. Corbaley—President, American 
Institute of Food Distribution. 

Dr. A. S. Alexander—Columbia University 

William B. Ricketts—N. W. Ayer & Son 

Lawrence C. Lockley—Curtis Publishing 


Company 

Dr. T. N. Beckman—Ohio State Univer- 
sity 

Dr. Charles F. Phillips—Colgate Uni- 
versity 


Dr. John H. Cover—Standard Building, 
Cleveland, Ohio. 

Everett R.Smith— Macfadden Publications 

Nelson Seubert—Forshew & Jacobus” 


The preliminary program will be mailed to 
all members in late November. The final pro- 
gram may be secured at the registration desk 
at the Hotel Commodore on December 26 
and ensuing dates. 


MID-YEAR CONVENTION 


The American Marketing Association had 
its spring sessions on the Indiana University 
campus on June 20 and 21. The Cincinnati 
and Indianapolis chapters cooperated with 
the national association, and there were 137 
persons in attendance. 

The business meeting was held at 9 a.m. 
on Saturday, June 21. A combined report of 
the secretary, the treasurer and the business 
manager of THE JOURNAL OF MARKETING 
showed that the membership of the associa- 
tion had grown from a net paid membership 
of 850 on December 1§ to a membership of 
964 on June 15, 1941. The figure for June 15 
is not a net paid figure. None of this group 
have been dropped for non-payment of 1941 
dues. The figures, however, indicate a sharp 
growth in membership for the first six 
months of 1941. 

Upon the basis of receiving $.50 per mem- 
ber for each issue of THE JOURNAL OF MAR- 
KETING, the business manager reported that 
advertising and similar income was such 
that the yourNAL had been maintaining its 
finances. Similarly, the number of non- 
member subscribers to the JOURNAL in- 


creased from 215 to 251 during the preceding 
year. 


The balance sheet of the Association shows 
a capital gain for the period from January 1, 
1941 to June 18, 1941 of $1,614.60. In con- 
sidering this capital gain, no unpaid dues are 
included and all equipment held by the 
Association is valued at zero. It should be 
remembered, on the other hand, that all 
dues are payable as of January 1, and the 
association expenses are fairly well dis- 
tributed over the twelve months. The board 
of directors estimated that the capital gain 
for 1941 will not be less than $100 and will 
probably be between $100 and $500. 

The total cash on hand as of June 18 was 
$4,511.50. This is a substantial sum but the 
board of directors suggested to the business 
meeting, which unofficially approved the 
policy, that the Association ought to en- 
deavor to create a cash balance adequate to 
carry it for one year without income. In 
these trying times such a _ conservative 
financial policy seems warranted. 

Director Donald R. G. Cowan, who is 
chairman of the Membership Committees, 
stated that student group membership would 
be made available this fall and that a plan 
for this development would be distributed 
after Labor Day. Director Cowan also an- 
nounced that a mailing to 1,000 executives of 
concerns which did not now have members 
in the American Marketing Association was 
being made. 

In revising its book review classification, 
The American Economic Review was planning 
to change the classification which includes 
marketing from Trade, Credit and Credit 
Crises to Domestic Trade and Marketing. 
After some discussion, Frederic A. Russell 
offered a motion that the appropriate official 
of the American Economic Review, Professor 
P. T. Homan, be requested to reconsider the 
proposed wording and that the American 
Marketing Association suggested that the 
word marketing be emphasized, preferably 
appearing first or alone. H. H. Maynard 
of Ohio State seconded this motion which 
was unanimously approved. The association 
also unanimously approved a motion to 
thank the committee of the spring sessions 
and Indiana University for excellent accom- 
modations and a fine welcome. 
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President Howard Hovde read a letter 
from Dean C. E. Griffin, of the University of 
Michigan, in which Dean Griffin invited the 
Association to hold its spring, 1942, sessions 
on the Michigan campus. 

Robert E. Harvey, of the Detroit Chapter 
presented a petition that the Detroit mem- 
bers be recognized as having organized to an 
extent that the group should be given official 
status as a chapter. Donald R. G. Cowan 
seconded the petition, and the members 
unanimously approved the petition. During 
the early fall, an official installation will be 
made. 

The business meeting adjourned without 
further official transaction. 


NEW MEMBERS 


The following new members have been 
welcomed to our group since March 1, 1941: 
P. C. Albertson, University of Oklahoma, 
Norman, Oklahoma; H. B. Arthur, Swift & 
Company, Chicago; L. V. Aspinwall, Uni- 
versity of Colorado, Boulder, Colorado; 
Larry J. Aubrecht, Ross Federal Research, 
Omaha, Nebraska; Samuel G. E. Barton, 
Industrial Surveys Company, Inc., New 
York; Grover C. Bates, Tradeways, Inc., 
Cleveland; Edward Battey, Compton Ad- 
vertising, Inc., New York; Louis M. Bern- 
stein, L. Bamberger and Company, Newark, 
New Jersey; Albert B. Blankenship, N. W. 
Ayers & Son, Inc., Philadelphia; William 
Bogenes, Hooper Holmes Bureau, Inc., 
Chicago; Frank Braucher, Periodical Pub- 
lishers Assn., New York; M. E. Brooding, 
California Packing Corporation, San Fran- 
cisco; B. A. Broughton, Meldrum & Few- 
smith, Cleveland; William F. Buehl, Farm 
Journal, Inc., Philadelphia; A. E. Burnett, 
General Mills, Inc., Minneapolis; Fred F. 
Censky, Firestone Tire & Rubber Company, 
Akron; Winfield E. Channing, Akron; 
Mathew N. Chappell, C. E. Hooper, Inc., 
New York; Honore F. Chevrier, Canadian 
Broadcasting Corp, Montreal, Quebec; 
Marion Lee Clough, The Citadel, Charleston, 
South Carolina; William A. Coleman, Great 
Atlantic and Pacific Tea Co., Indianapolis, 
Indiana; Morgan Collins, P. R. Mallory & 


Co., Inc., Indianapolis, Indiana; Samuel H. 
Collom, Jr., Pennsylvania Flexible Metallic 
Tubing Co., Philadelphia; F. L. Congdon, 
Maxon, Inc., Detroit; Chester F. Conner, 
B. F. Goodrich Company, Akron; Dorothy 
D. Corey, Facts Consolidated, Los Angeles; 
Walter F. Crowder, Bureau of Foreign and 
Domestic Commerce, Washington, D. C.; 
John A. Curtis, New York; Raymond A. 
Dadisman, The American Rolling Mills 
Company, Middletown, Ohio; Norton S. 
Davis, Buffalo, New York; Louis R. De- 
Coriolis, Milwaukee Lace Paper Company, 
Milwaukee, Wisconsin; Eugene J. Diefen- 
back, Ford Motor Company, Detroit; John 
H. Dillon, Indiana University, Bloomington, 
Indiana; George H. Doyle, New York; O. L. 
Earl, Mullins Manufacturing Corp., Salem, 
Ohio; William C. Eldridge, Crane Company, 
Chicago; Thomas W. Elliott, J. Walter 
Thompson Co., Ltd., Toronto, Ontario; 
Wallace H. Englehardt, Wm. Hoffman & 
Associates, Chicago; Philip H. Erbes, Jr., 
Printers’ Ink Publishing Co., Chicago; 
Charles H. Fernald, University of Arkansas, 
Fayetteville, Arkansas; W. C. Folley, Ford 
Motor Co., Dearborn, Michigan; Robert 
W. Field, University of Oklahoma, Norman, 
Oklahoma; W. B. Finney, Barrons Adver- 
tising Company, Inc., Kansas City, Missouri; 
Bertram I. Freund, Polygraphic Company 
of America, New York; Walter A. Gaw, 
College of the City of New York, New York; 
Leonard Gessner, Fitzgerald Advertising 
Agency, New Orleans, Louisiana; Archibald 
Graustein, Jr., Lever Brothers Co., Arling- 
ton, Massachusetts; Walter S. Greenough, 
Indiana Chain Store Council, Inc., Indianap- 
olis, Indiana; Agnew M. Grew, Agnes M. 
Grew Associates, New York; Kenneth F. 
Griffith, Eli Lilly and Company, Indianapo- 
lis, Indiana; Lucille Griset, California Rail- 
road Commission, San Francisco; R. E. 
Gunn, Iron Fireman Mfg. Company, Cleve- 
land; James M. Gwin, University of Mary- 
land, College Park, Maryland; Kenneth B. 
Haas, U. S. Office of Education, Washington, 
D.C.; John F. Hagar, Scott Paper Company, 
Norwood Pennsylvania; Stephen H. Hart- 
shorn, L. M. Clark, Inc., New York; Robert 
E. Harvey, Jr., Ross Federal Research Corp., 
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Detroit, Michigan; George M. Henderson, 
Imperial Oil Ltd. Toronto, Ontario; Frank 
F. Henry, University of Oklahoma, Norman, 
Oklahoma; Bernard C. Hills, John Caroll 
University, Cleveland; William J. Hoote, 
Chicago-Herald American, Chicago; Monty 
J. Hyman, Chicago; Gordon F. Ives, West- 
inghouse Electric International Company, 
New York; Frank G. Japha, St. Louis, 
Missouri; Edward V. K. Jaycox, Firestone 
Tire & Rubber Company, Akron, Ohio; 
Edgar N. Jaynes, American International 
College, Springfield, Massachusetts; Robert 
A. Johnston, Northeastern University, South 
Hanson, Massachusetts; Richard I. Kern, 
Firestone Tire and Rubber Company, Akron, 
Ohio; Will F. Kissick, University of Minne- 
sota, Minneapolis, Minnesota; E. J. Klock, 
General Electric Co., Schenectady, New 
York; Murray Koff, Fleischmann Distilling 
Corporation, New York; Elmer R. Krueger, 
Paper Art Products, Indianapolis, Indiana; 
John F. Kurie, Look Magazine, New York; 
L. N. Laseau, General Motors Corporation, 
Detroit; Robert L. Lechner, McCann- 
Erickson, Inc., Cleveland; John Fraser 
Mahy, Deny Plan, Cleveland; Willis B. 
Manchester, Crowley Milner & Co., Detroit; 
John M. Manypenny, The Bristol Company, 
Waterbury, Connecticut; Barclay Meldrum, 
Meldrum & Fewsmith, Cleveland; E. T. 
Morris, Meldrum & Fewsmith, Cleveland; 
William B. Murphy, Campbell Soup Co., 
Camden, New Jersey; J. Robert Myers, 
Natl. Assoc. of Broadcasters, Washington, 
D. C.; George E. Niver, National Tube 
Company, Pittsburgh; Harry M. Oakley, 
Indiana University, Bloomington; O. W. 
O’Neal, Beaumont & Hohman, Omaha, Ne- 
braska; Don D. Patterson, Scripps-Howard 
Newspapers, New York; W. Calvin Patter- 
son, Michigan Bell Telephone Company, 
Detroit; John B. Payne, New York; Morris 


I. Pickus, The Personnel Institute, Inc., 
Chicago; Forrest H. Ramage, Republic 
Steel Corporation, Cleveland; B. W. Ran- 
dolph, Sterling Getchell, New York; David 
A. Revzan, DePaul University, Chicago; 
Saul G. Romas, Chicago Mail Order Com- 
pany, Chicago; Sidney Roslow, Psycho- 
logical Corporation, New York; Allen W. 
Rucker, The Eddy-Rucker-Nichels Co., 
Cambridge, Massachusetts; Alan Russell, 
Samuel E. Gill, New York; Richard C. Ry- 
niker, Champaign, Illinois; Don Saunders, 
McCall Corporation, New York; Joseph C. 
Seibert, Northwestern University, Evanston, 
Illinois; R. G. Simmons, Meldrum & Few- 
smith, Inc., Cleveland; J. M. Synder, Erwin 
Wasey & Company, New York; Kenyon 
Stevenson, Griswold Eshleman Company, 
Cleveland; Sherman P. Storer, New York 
News, New York; H. B. Summers, Natl. 
Broadcasting Company, New York; Paul T. 
Truitt, U. S. Department of Commerce, 
Washington, D. C.; Howard A. Trumbull, 
Owens-Illinois Glass Company, Toledo, 
Ohio; Eugene Van Houten, McKinsey & 
Company, New York; Carl R. Vickland, 
McKesson & Robbins, Minneapolis, Minne- 
sota; Wendell B. Ward, Time, Inc., New 
York; George Weaver, Daily News, Los 
Angeles; Vaughn Weidel, The Weidel Com- 
pany, New York; Robert B. Westbrook, 
Department of Interior, Washington, D. C.; 
John A. Weichelt, Chicago; William D. 
Whetstone, Arnold Supply Company, Syla- 
cuauga, Alabama; Egbert White, Batton, 
Barton, Durstine & Osborn, New York; M. 
J. Willett, Hardward Mutual Casualty Co., 
Stevens Point, Wisconsin; Paul H. Willis, 
Kraft Company, Chicago; Robert H. Will- 
son, California Chain Store Assn., San Fran- 
cisco; Paul G. Wooster, Mullin Mfg. Cor- 
poration, Salem, Ohio. 
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